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Professional Rotes. 


Tae Incorporated Accountants’ London and 
District Society gave a complimentary luncheon 
on Tuesday, November 25th, to Sir James Martin, 
FS.A.A., at the Connaught Rooms. There was 
& large and representative company present under 


The toast of Sir James Martin was proposed by 
Lord Herbert Scott, C.M.G., D.S.O., President 
of the London Chamber of Commerce, and re- 
sponded to by Sir James. The health of the 
Chairman was submitted by Sir Malcolm Ramsay, 
K.C.B., Comptroller and Auditor-General, and 
replied to by Mr. Keens. A full report of the 
proceedings, together with a list of those present, 
will be found in this issue. 

The Incorporated Accountants’ Journal for 
September, 1929, contained a translation of 
the Norwegian State-Authorised Auditors’ 
Act. We now learn that the first examination 
under the Act took place last Spring. This 
examination was organised by the League of 
Auditors, and candidates had to have not less 
than five years’ practice as auditor or assistant 
auditor, and also had to show “ economical 
solvency and honourable conduct.” Forty per 
cent. of the candidates who applied to the League 
of Auditors received permission to sit, and of these 
about 65 per cent. passed the examination, and 
have now received the certificate of the Norwegian 
Board of Trade. At the same time, the Board 
of Trade has prescribed orders for the work of 
the State-Authorised Auditors, and these orders 
have been duly published. We are indebted 
for this information to the Norges Statsautor- 
iserte Revisorers Forening. 


The text of an Act further to amend the Indian 
Companies Act, 1918, is published in this issue. 
By sect. 2 of the new Act an amendment is 
brought about of sect. 144 of the Act of 1918. 
This section enables the Governor-General in 
Council to make rules providing for the grant, 
renewal or cancellation of auditors’ certificates, 
and to prescribe conditions and restrictions for 
such grant, renewal or cancellation; provided 
that nothing contained in such rules shall preclude 
any person from being granted a certificate 
merely by reason that he does not practise as a 
public accountant. The holder of such a certifi- 
cate is entitled to be appointed to act as an 
auditor of companies throughout British India. 
To enable us to form a proper judgment of the 
Act it is necessary to consider the rules referred 
to, which are not yet before us, but the provision 
that a person is not to be refused a certificate 
“merely by reason that he does not practise 
as a public accountant ” does not make us very 
hopeful in regard to the value of the amending 
Statute. 


We have received a copy of the first anniversary 
souvenir of the Incorperated Accountants’ Asso- 


the Chairmanship of Mr. Thomas Keens, F.S.A.A. 


| ciation, Bombay, of which the President is Mr- 
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K. S. Aiyar, B.A., F.S.A.A. A record is given of 
useful work accomplished during the year, and 
it is stated that almost all the Incorporated Ac- 
countants of Bombay are enrolled as members of 
the Association, as well as some other Incor- 
porated Accountants resident elsewhere in India. 
At the annual dinner, at which official and other 
guests were present, the chair was taken by the 
Vice-President, Mr. Sorab S. Engineer, B.A., 
F.S.A.A., in the unavoidable absence of the Presi- 
dent, Mr. Aiyar. In the souvenir will be found 
reprints of interesting addresses delivered by 
leading members of the Association, and other 
information. 

In this issue will be found a print of the Bill 
to amend the Solicitors’ Acts 1839 to 1928, by 
requiring all solicitors to be members of the Law 
Society and by enabling the Society to make 
and enforce rules of professional conduct and to 
establish a fund for the relief of persons suffering 
loss through the default of solicitors; and for 
purposes connected with the matters aforesaid. 
This Bill is introduced into the House of Com- 
mons by Sir Dennis Herbert and, we understand, 
can be regarded as an official Bill of the Law 
Society. In a recent issue we considered the 
Bill which had been previously introduced by 
Sir John Withers. We then pointed out that, 
in our opinion, substantial progress was not likely 
to be made in the matter until the Law Society 
could be induced to take action. The Bill is 
on altogether different lines from that of Sir 
John Withers, and does not contemplate anything 
in the way of an audit certificate to be given by 
a qualified accountant. . 

The Consumers’ Council Bill, which has been 
again introduced into the House of Commons 
by the President of the Board of Trade in an 
amended form, proposes to establish a Con- 
sumers’ Council consisting of seven members 
with power to the Board of Trade to appoint 
additional members for the purpose of any 
investigation which the Council proposes to 
institute. Clause 7 provides that there shall be 
paid by the Board such remuneration, if any, 
and such travelling and subsistence allowances to 
the Chairman, Deputy Chairman and members 
of the Council, such remuneration to accountants 
and other assistants employed by the Council, 
and such other expenses of the Council as the 
Board, with the approval of the Treasury, may 
determine. 

In the Memorandum attached to the Bill 
the statement is made that it is difficult to 


—=—=_ 


provisions : the amount of the expenditure on 
accountants’ and assistants’ remuneration and 
travelling and subsistence allowances must depend 
on the scope and number of inquiries held by 
the Council in the year. It will also be n 

for the Board of Trade to appoint a secretary 
to the Council and such additional clerical staff 
as may be required, and further expenditure 
may also be incurred by the Board of Trade 
under Clause 6 (2) which empowers the Board 
to take legal proceedings in cases of general 
importance. It is not expected, the Memorandum 
states, that the total expenditure necessary for 
these purposes will exceed £20,000 per annum. 


Life Assurance companies are endeavouring to 
attract business by the issue of policies with 
benefits different from those which have hitherto 
been offered. One form of policy now available, 
entitled a “Reinforced Income Policy,” is 
designed so as to carry the right to a guaranteed 
income for wife and children should the policy- 
holder die within a period of 20 years. Under 
this policy an assurance of £1,000 carries with it 
the right to be paid the full sum assured with 
accrued bonuses should death occur within 20 
years, together with a “ reinforced income” of 
£120 a year until the end of that period. 


Another form of policy combines the advan- 
tages of a whole life policy and an endowment 
policy, the payment of premiums ceasing at the 
end of a fixed number of years. In the event of 
the death of the assured person during the pre- 
mium-paying period the full sum assured, with 
bonus additions to date of death, becomes payable; 
but if he survives that period he receives the 
accumulated bonus in cash together with a paid-up 
policy, payable at death, for the amount of the 
original amount assured. 


A question was asked in the House of Commons 
the other day as to the number of public com- 


panies which, on Ist November last, had not - 


filed annual returns and balance sheets for the 
12 months ended December 81st, 1929, in accord- 
ance with the requirements of the new Companies 
Act. Mr. Graham on behalf of the Government 
replied that the number was 19, and he added 
that none of these companies could be said to be 
of any public importance. In answer to a further 
question as to whether a test, by means of an 
automatic diary, was operated by the Companies 
Registration Department for the purpose of 
detecting non-compliance with the provisions of 
the Companies Act in this matter, Mr. Graham 


estimate the cost likely to be entailed by these 


said that a system of the kind indicated was in 
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operation as regards companies registered on or 
after January Ist, 1929, and that the possibility 
of extending it would be considered in the light 
of experience, but that the requirements of the 
Act were not such as to enable the Registrar in 
some cases to determine the date on which the 
annual return was due. 

The City Editor of one of the leading daily 
newspapers says that competent circles are con- 
sidering whether the powers of auditors of public 
companies should not be made greater. In 
doing so he pays a tribute to the accountancy 
profession in saying that members of the leading 
bodies of professional accountants go further 
than is demanded of them by law to satisfy them- 
selves that the balance sheets which they certify 
represent as true a picture of a given company’s 
affairs as they can humanly construct, and that, 
where audited accounts have revealed a wrong 
position, it has rarely been because of fault or 
shortcomings or inefficiency of the auditors, who 
have to live up to ruthless standards of pro- 
fessional conduct. His view is that the fault lies 
with the too limited powers of the auditors. It 
is these powers that he wishes to extend, but he 
does not say precisely in what direction. The 
whole matter of auditors’ powers and duties has 
been carefully considered by competent com- 
mittees on more than one occasion, and the 
conclusions arrived at have been that auditors 
already have as much power and responsibility 
as circumstances will admit. 

In our issue of September last we referred to 
a decision of the Appellate Division of the New 
York Supreme Court on the subject of the liability 
of accountants to third parties, and stated that 
an appeal was pending to the highest American 
Court. We are indebted to the American Insti- 
tute of Accountants, who point out that the appeal 
m question is not to the highest American Court, 
but to the Court of Appeals of the State of New 
York, which is the Court of last resort in that 
particular State, but is inferior to the Supreme 
Court of the United States, which is the highest 
American tribunal. We understand that the 
case is now awaiting hearing, but that there is 
at present nothing to indicate that it will 
be carried to the United States Supreme Court, 
whatever the forthcoming decision may be. 


The Court of Appeal has affirmed the decision 
of Mr. Justice Rowlatt in the case of Towle 
(Inspector of Tawes) v. Improved Industrial 
Dwellings Company, Limited, to which we referred 
m our Professional Notes of June last. It will 
probably be remembered that the company owned 


property consisting of blocks of flats, each flat 
having hitherto been assessed separately, so that 
the company was able to claim Income Tax 
allowances in respect of voids of one or more 
flats although others in the same block were 
occupied. The Inland Revenue claimed to adopt 
a new method by assessing the flats in blocks, 
the effect being to deprive the company of allow- 
ances for empties and also to decrease the allow- 
ance for repairs. The decision supports the 
contention of the Inland Revenue. 


The Court of Appeal has just reversed the 
decision of Mr. Justice Rowlait in the case of 
Reckitt v. Midland Bank Limited. The plaintiff 
appointed an attorney, who misused his power 
by paying into his own account with the Midland 
Bank cheques which he had drawn on his prin- 
cipal’s banking account. The plaintiff sub- 
sequently brought an action against the bank for 
recovery, but was not successful. It has now 
been decided, however, that he is entitled to 
succeed on the ground that, in the circumstances, 
the bank had converted the cheques with notice 
of facts which put them upon inquiry, and that 
they were not protected by sect. 82 of the Bills 


of Exchange Act, 1882. 


A further valuable contribution to economic 
facts was made by Sir Josiah Stamp in his recent 
Presidential speech before the Royal Statistical 
Society, when he addressed himself to a statement 
of the amount of the National Capital. The 
principle adopted by Sir Josiah in making 
his calculations is to take the income of the 
country under various headings and calculate 
therefrom the amount of corresponding capital. 
Thus, in regard to companies, Sir Josiah estimates 
that the sum distributed on Preference capital 
per annum is approximately £91 millions, on 
Ordinary capital £289 millions, the amount of 
reserve being £100 millions. To arrive at the 
corresponding capital which this income repre- 
sents, Sir Josiah has taken 11.88 years purchase. 
The result is £5,700 millions capital, but this 
does not include the capital of the retaii groups 
which is stated as £950 millions per annum, of 
which £350 millions is attributed to a consider- 
able number of small businesses in private 
ownership as distinct from companies. 

The net result of Sir Josiah’s calculations is that 
he estimates the National Capital under all headings 
(after allowing for property belonging to persons 
overseas and after deduction of debt charges) 
at £18,045 millions (+ £1,350 millions for approxi- 
mation purposes). This compares with Sir 


Josiah’s calculation of the National Capital in: 
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1914 at £14,300 millions, but these two figures 
are nct quite comparable, as apparently allowance 
is not made for the change which has taken place 
in the general level of prices. It will interest 
the accountancy profession to know that the 
largest item of capital in Sir Josiah Stamp’s list 
is the capital relating to profits and interest, 
which (taking profits both above and below the 
Income Tax level) is represented by a figure of 
£16,645 millions. 


——s 


Some correspondence has been taking place 
in the public Press with regard to the form of 
balance sheets of public companies, which, it is 
argued, might be stated in a clearer and more 
intelligent form than at present. The corre- 
spondence seems to indicate that the idea of some 
of the writers is to have what is in the nature 
of a statement of affairs, and they do not seem 
to appreciate that a balance sheet is not a state- 
ment of affairs but a summary in convenient 
form of the balances shown by the company’s 
books. Some of the suggestions put forward cer- 
tainly do not clarify the position. Where any 
attempt is made to deduct groups of liabilities 
from groups of assets the result arrived at may 
very easily be misleading. For instance, in one 
ease debentures are deducted from the fixed 
assets, whereas they are, of course, a floating 
charge on all the assets of the company. There 
are many difficulties in trying to legalise a 
prescribed form of balance sheet, as what may 
be applicable in the case of one company may be 
very difficult to apply in the case of another. 
We think the general view is that the 
Companies Act of 1929 has gone about as far 
as is practicable in stipulating what a balance 
sheet must disclose and how it should be stated. 


The latest suggestion is that directors should 
be licensed and that their licenses should be 
suspended or cancelled in cases where misconduct 
or negligence has been proved. In the first place 
it is not easy to see what test could be applied 
in order to entitle a person to a licence. In fact, 
the idea seems entirely impracticable. As regards 
director who has been found guilty of fraud, 
sect. 217 of the Companies Act, 1929, gives the 
Court power on the application of the Official 
Receiver to order that such person shall not 
without the leave of the Court be concerned in 
the management of a company for a period not 
exceeding five years. The shareholders appoint 
the directors, and, beyond the provision referred 
to, any attempt to interfere with their discretio: 


INFLUENCES AFFECTING THE 
VALUE OF SECURITIES. 


TuE subject of the lecture recently delivered by 
Mr. Hartley Withers before the Incorporated 
Accountants’ Students’ Society of London is of 
exceptional interest at the present time, and 
one that merits close study on the part of all 
holders and intending purchasers of investments, 
Mr. Withers rightly emphasised at the outset of 
his very interesting address that the influences 
affecting the market valuation of securities are 
“‘ almost infinite’ in number. Though it would 
be impossible to present anything like a complete 
analysis of even the more important factors 
underlying changes in market prices, it is well 
worth while to extend Mr. Withers’ survey and 
to examine the more important points raised in 
the lecture and the subsequent discussion. 


In the case of Government and Public debts, 
the taxable or rateable capacity of the country 
concerned, the present history of the Government 
or Local Authority, and all factors bearing on 
the security of the relative bonds normally affect 
market values. Investors are naturally chary 
of the obligations entered into by countries that 
are unstable politically, and by countries whose 
finances are in an unhealthy condition, or by 
states whose prosperity is dependent to a 
dangerous extent on trade in one commodity. 
A striking instance of such dependence is provided 
by Brazil, about two-thirds of whose exports 
consist of coffee. As a result of the collapse 
in coffee prices, the State of San Paulo was 
obliged this year to borrow on terms yielding 
over 7 per cent. and despite the attractive rate 
of interest and the provisions made for the 
service of the loan, about 85 per cent. of the 
issue offered in London (£8,000,000) was left 
in the hands of the underwriters. The course of 
prices in the foreign bond markets in recent 
months affords many illustrations of the sensitive- 
ness of market valuations to political develop- 
ments and economic conditions. It is a common- 
place, however, that no matter how unimpeach- 
able the security, the market value of Govern- 
ment bonds and other fixed interest-bearing 
investments is liable to fluctuate very widely 
over a period of years. The factors underlying 
such fluctuation affect investments of all kinds, 
and an examination of their origin and influence 
essentially forms a large part of this survey. 


The bank rate is the principal short-term 
factor affecting the market value of Government 
bonds and all fixed interest-bearing securities. 


‘would not be tolerated. : 


A rise in the bank rate depresses the prices of 
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ee securities, while a low bank rate has the|edge and high-class security market. The high 


contrary effect. Following a prolonged period of 
falling commodity prices and trade depression, 
such was the plethora of capital on the London 
market in the middle nineties that for approxi- 
mately two and a half years the bank rate stood 


at 2 per cent., with the result that 2} per cent.|depression in trade. 
sphere for the investment of capital is greatly 


Consols touched the extremely high level of 114 


money rates imposed last year to check specula- 
tion succeeded in accomplishing that object, 
but at the same time accelerated the fall in 
commodity prices, which was already under way, 
and this in turn contributed to the present 


With trade stagnant, the 


in 1897. The National Debt at that time was | restricted and the tendency towards lower interest 
of relatively insignificant dimensions, and on|rates strengthened. 


that account the market value was very sus- 
ceptible to an increase in investment demand. 


Not only do the prices of fixed interest-bearing 


securities as a rule vary inversely with the long 


The expansion in the National Debt as a result |term rate of interest, but ordinary shares also 


of the Boer War, the growth of municipal borrow- 
ing, the rapid increase in the volume of trustee 


tend, ceteris paribus, to rise or fall with downward 
and upward movements respectively in long term 


stocks, and more particularly the steadily rising | interest rates. During the greater part of each 


price level brought Consols down to 72} by 1914.|trade cycle, however, 
securities and ordinary shares normally move in 


There is a close correlation between changes in 


fixed interest-bearing 


the general level of commodity prices and | opposite directions. In the upward swing of the 


changes in the long term rate of interest as 
measured by calculating the yield on irredeemable 
Government securities. The normal tendency 
when prices are rising is for the value of fixed 
interest-bearing securities to fall. Rising prices 
are normally synonymous with active industrial 
and commercial enterprise, and when such con- 
ditions obtain the tendency is for funds to be 
withdrawn from the gilt-edged markets and to be 
utilised for more profitable purposes. Further, 
the increasing demand for new capital during 
periods of rising prices forces up the rate of 
interest, or, in other words, reduces the capital 
value of all claims to a fixed revenue. 


cycle, all other considerations bearing on the 
value of ordinary shares give way to exceedingly 
optimistic anticipations of the future, and on 
the support of mass optimism the prices soar to 
a level which later proves to be out of all relation- 
ship to intrinsic values. A serious Stock Ex- 
change collapse occurs in every trade cycle, and 
its repercussions extend to all classes of shares. 
Trade cycles are found upon analysis to display 
certain salient movements in common. The 
normal course of a trade cycle may be outlined 
as follows : Improving business conditions stimu- 
late confidence; good confidence encourages 
It is thus| borrowing and leads in time to an increase in 


easy to account for the normal tendency of the| production ; increasing production means more 


long term interest rate to rise as sterling prices 
rise, and fluctuations in this rate naturally react 


employment, a larger disbursement in wages 
and dividends, and thus an expansion in the 


on the value of Government and Public bonds, | community’s purchasing power which is reflected 


industrial debentures and all fixed interest-bearing 
securities. Conversely, the tendency for the 
interest rate to fall when commodity prices are 
falling can be equally well demonstrated. It is 
true that the severe fall in sterling prices since 
1924 was up to last spring accompanied not by 
an appreciation, but by a fall in gilt edge 
Securities. This interruption of the normal 
working of economic tendencies was probably 


in a growing demand for commodities; the 
prosperous condition of trade breeds excessive 
optimism, plants are extended unduly, and a 
point is eventually reached where production 
runs ahead of effective demand at the existing 
level of prices; banking credit is restricted ; 
manufacturers receive fewer orders, and poor 
trade leads to price cutting, unemployment, and 
a reduction in the community’s purchasing 
power ; public confidence is undermined and more 


due to influences of a temporary character arising 
money is left on deposit with banks ; the banking 


out of our return to the gold standard and the 
subsequent necessity to maintain relatively high 
money rates in this country in order to consolidate 
the currency position. The existence, too, of 


position is thus strengthened, and in due course 
money rates fall owing to the small demand for 
credit facilities ; at the same time trade depression 


such a large mass of Government credit in the | demands increased effort on the part of producers 
form of War Loan, bearing interest at the rate|towards improving the efficiency of their plants 
of 5 per cent., proved a formidable obstacle to|and reducing working costs ; a position is even- 


tually reached where consumption, stimulated 


the appreciation of gilt-edged securities. . The 
by the expansion in banking credit and the fall 


collapse of the speculative boom, however, 


released a flow of funds which since the beginning | in prices, begins. to show a steady increase in 
of the year has been attracted mainly to the gilt | volume and tends to run ahead of production ; 
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the receipt of increasing orders from middlemen 


—— 


The recent boom had certain 


gradually restores the confidence of producers, and | of its own, but in its main features differed little 
the stage is again set for a slow revival in trade.| ftom those previously experienced. One of the 


worst consequences of its excesses has naturally 


Throughout the course of the cycle, ordinary | been the check administered to the flow ean 


shares tend to rise and fall with business con- 
ditions, but normally reach their highest and 
lowest prices months in advance of the publica- 
tion of actual profits. The stock market in 
the past has almost invariably shown a tendency 
to reflect in advance the general course of trade, 
and for this reason many are falsely led to believe 
that a stock market panic has a causal influence 
on trade. The stock market is responsive not 
only to business conditions, but also to credit 
conditions, and reacts to a combination of these 
two factors before there is much evidence of an 
impending trade slump. The slowing down of 
stock exchange activity in this country which 
began in the late spring of 1929, proved the 
forerunner of a long period of restricted business 
and falling prices. Caution was inspired by a 
number of factors, including the apprehension 
regarding the monetary outlook, the rising tide 
of money rates, and also, of course, the dis- 
appointing batch of new company reports. In 
the autumn the general depression was accen- 
tuated by the “‘ Hatry”’ frauds, and the sensa- 
tional collapses in the shares of companies 
associated with other financial groups. Later 
came the Wall Street crash, which had imme- 
diate repercussions throughout the world, just 
as the reaction of American credit conditions to 
the extension of stock speculation during the 
boom had very serious effects on the whole struc- 
ture of world credit. The world has since been 
passing through an economic crisis more intense 
than any experienced since the depression 
immediately after the war. This crisis is reflected 
in falling commodity prices, trade uncertainty, 
curtailment of production and increasing un- 
employment. At the root of all our difficulties 
is the instability in the value of gold, the inability 
of the existing stocks of gold under present 
conditions to support world credit and thus to 
arrest the falling price level. A falling price 
level naturally checks enterprise, while the lag 
in costs, wages and retail prices deprives trade 
and industry of the benefits of an expansion 
in demand which should reasonably be expected 
to follow the fall in the price of materials. 
Upward and downward movements in the general 
level of commodity prices coincide with periods 
of apparent prosperity and depression in industry 
and trade. Cyclical fluctuations in industry are 
mainly the resultant of monetary phenomena. 
The problem of their elimination or modification 
is not one easy to solve. 


capital into legitimate speculative enterprise. In 
his comments on Mr. Withers’ paper, Mr. A. M. 
Samuel, M.P., rightly pointed out that the 
repeated abuses of public confidence under the 
cloak of limited liability are a blot on British 
commercial morality. The responsible authorities 
should spare no effort to devise some means of 
protecting the public against the recurrence of 
such frauds as characterised the late boom. In 
certain outstanding cases the acquiescence of 
the directors of the companies concerned in the 
preposterous estimates of future earnings given 
in prospectuses indicated nothing less than 
criminal disregard of their obligations to the 
public. 

The general trade cycle merits lengthy study 
in any survey of the factors affecting security 
values, for it explains the occurrence of cyclical 
Stock Exchange booms and slumps and the 
influences underlying the development of mass 
optimism and mass pessimism. There are, of 
course, several other important factors bearing 
on the market value of shares, apart from the 
long run influences incidental to the cyclical 
fluctuations of general industry. _Among such 
factors, the following play a big part in deter- 
mining the value of a company’s shares : (a) profits 
and their trend; (b) the directors’ dividend 


of the management ; (e) the relation between the 
company’s results and the trading experience of 
competitors ; (f{) the company’s prospects ; (g) the 
character of the cognate industry and the con- 
ditions obtaining therein. The volume of com- 
petition in the particular industry, the elasticity 
of demand for the industry’s products, the 
dependence of the industry on fashion or the 
liability of its product to be replaced by a substi- 
tute all normally influence the price of a com- 
pany’s shares. The technical position of the 
shares in the market, bull and bear activities in 
connection with a forthcoming dividend declara- 
tion, report, announcement or development, 
are important factors affecting the market value. 
Apart from all these, the changes which occur 
from time to time in “‘ market sentiment ”’ affect 
all securities simultaneously, though unequally, 
as also do changes in the volume of savings and 
lin the flow of new funds to the stock market. 


policy ; (c) the financial position ; (d) the efficiency - 
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VOLUNTARY LIQUIDATION AND 
TERMINATION OF EMPLOYMENT 


An order for the winding up of a company is 


notice of discharge to the servants of the company. 


If the secretary is entitled to notice he can at 


once commence proceedings to recover damages, 


did not employ the plaintiff, who brought an 
action for damages for breach of contract. It 
was held that the action was maintainable, and 
that the plaintiff was entitled to substantial 
damages, for the defendant, having agreed to 
employ the plaintiff for five years, did not fulfil 
that agreement unless he sent him a reasonable 
amount of samples to enable him to earn his 
commission, and that the defendant was not 


but not necessarily for damages for loss of em-| ,ejeased from his contract by the destruction of 
ployment afier the date of the winding up. | pj. factory. 


The appointment of a liquidator, whether in a 
yoluntary or a compulsory winding up, deter- 
mines the authority of agents of the company 


follows. 
positive contract to do a thing not in itself un- 


The law governing contracts of this kind is as 
There is no doubt that where there is a 


appointed by the directors as from the time A 
when notice of the winding up or the appointment | /@wful, the contractor must perform it or pay 
damages for not doing it, although in consequence 


of a provisional liquidator reaches them. But 


of unforeseen accidents the performance of his 


a resolution for the voluntary winding up of a 
contract has become unexpectedly burdensome, 


limited company with a view to its continuance 


in a modified form does not operate as a notice 


of discharge to the servants of the company. 


The appointment of a receiver and manager 
operates to discharge the servants of the company. 
In Measures v. Measures (1910), where the wind- 
ing up order operated as a discharge or dismissal, 
it was held that the defendant was consequently 
no longer bound by his covenant not to carry on 


business in competition with the company. 


Where a company contract to employ a person 
for a fixed period and go into voluntary liquida- 
tion before the end of such period, assigning their 
property to another and repudiating the contract, 
it is a question of construction in each case 
whether there is a definite agreement by the 
company to provide employment for the period 
named. When such an agreement is repudiated, 
the person discharged is entitled to treat the 
action of the company as a complete repudiation 
or to wait until the termination of the contract 
and then to sue for damages. The measure of 
damages is the actual damage suffered by the 


person discharged. 


In Turner v. Goldsmith (1891) the defendant 
agreed to employ the plaintiff as agent, can- 
vasser and traveller on the terms (1) that the 
agency should be determinable by either party 
at the end of five years by notice; (2) that the 
plaintiff should do his utmost to obtain orders 
for and sell the various goods manufactured and 
sold by the defendant as should from time to 
time be forwarded or submitted by sample or 


or even impossible. But this rule is only applicable 
when the contract is positive and absolute, and 
not subject to any condition either express or 
implied, and there are authorities which establish 
the principle that where from the nature of the 
contract it appears that the parties must from 
the beginning have known that it could not be 
fulfilled unless when the time for the fulfilment 
of the contract arrived some particular specified 
thing continued to exist, so that when entering 
into the contract they must have contemplated 
such continuing existence as the foundation of 
what was to be done, then, in the absence of any 
express or implied warranty that the thing shall 
exist, the contract is not to be construed as a 
positive contract, but as subject to an implied 
condition that the parties shall be excused in 
case where, before the breach takes place, per- 
formance becomes impossible by reason of the 
perishing of the thing without default of the 
contractor. . ’ 

In Ogdens v. Nelson (1905), tobacco merchants 
contracted with a retail dealer that, in con- 
sideration of his purchasing direct from them and 
agreeing to continue to buy, display and sell their 
goods and not to sign any agreement with any 
other firm which would prevent him from carry- 
ing out this contract, they would for the next 
four years distribute to such of their customers 
as purchased direct from them their entire net 
profits on goods sold in the United Kingdom, 
and also the sum of £200,000 a year, to be dis- 
tributed every three months in proportion to the 
purchases. Soon after, the manufacturers sold 


pattern to the plaintiff; (8) that the plaintiff} their business and went into voluntary liquida- 


Should be remunerated by such commission as 
After about two 


was specified in the contract. 


years the-defendant’s factory was burnt down, 
and he did not resume business, and thenceforth 


tion. It was held that upon the true construc- 
tion of this particular contract there was an 
express contract to pay to the retail dealer his 


due proportion of £200,000 a year for four years, 
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and that he was entitled to damages for the 
breach of that contract, the merchants having 


put it out of their own power to carry on the 
business. 


LET THE BUYER BEWARE. 


Few legal maxims are so frequently and so 
glibly invoked with inadequate knowledge of its 
real purport as that which is generally quoted : 
Caveat emptor—the buyer must look after him- 
self. It is too often assumed that the legal 
principles succinctly comprehended within the 
scope of the maxim allow wide scope to a seller 
to “boost” his wares to a potential buyer 
without adhering closely to the truth in des- 
cribing his goods, their nature, quality and 
quantity. 

There is some excuse, indeed, for the mis- 
apprehension so widely prevalent, in that in the 
earliest centuries of organised commerce the legal 
rules were considerably less stringent than they 
have become, by a process of judicial inter- 
pretation and statutory restriction, in modern 
times. Early laxity was, perhaps, inevitable 
when buying and selling was conducted mainly 
through the medium of open markets, between 
merchants who moved from market-place to 
market-place throughout the country, since such 
circumstances required that transactions once 
concluded should not be subject to subsequent re- 
opening—a tracing process involving considerable 
difficulty, labour and expense. 

The narrowing of the broad general rule has 
proceeded apace with the stabilisation of markets 
and the localisation of merchants’ houses. The 
Sale of Goods Act, 1893, incorporated into its code 
a declaration of the general rule in these terms :— 
“There is no implied warranty or condition as 
to the quality or fitness for any particular purpose 
of goods supplied under a contract of sale.” 
(Sect. 14.) To this general rule exceptions are 
provided, both in this and in other statutes. 

With regard to the general rule itself, it will be 
borne in mind that the Sale of Goods Act, 1898, 
is a codifying statute, and sect. 14 of the Act 
states summarily the rule which had long been 
acted upon prior to its enactment. It had been 
laid down, for instance, in “‘ Storey on Contracts ”’ 
(a work which is numbered amongst the few text- 
books enjoying the privilege of citation before 
judicial tribunals) that (a) a contract cannot be 
avoided by a buyer merely because the seller 
maintained silence during the negotiations upon 
a@ material fact where he was under no legal 
obligation to discuss it; (b) a seller is under no 
legal obligation ordinarily to discuss with or to 


mention to a prospective buyer every defect 
in his goods of which he is aware; (c) the two 
foregoing propositions must not be construed as 
extending to allow a seller to conceal defects 
by “artifice or disguise,” for such conduct js 
tantamount to a fraud upon the buyer. 


The rule thus stated by Storey was approved 
and followed by the Court in the well known case 
Ward v. Hobbs (1878), commonly referred to as 
“the diseased pigs case.’ There the defendant 
had sold to the plaintiff without any repre- 
sentations as to their condition a number of pigs 
which were, to his knowledge, suffering from 
typhoid ; the transaction took place in a public 
market so that the defendant in point of fact 
became liable to statutory penalties. The Court 
declined to accept the contention of the plaintiff 
that the defendant must be taken to have repre- 
sented to potential purchasers that the pigs so 
offered for sale were free from disease in view of 
the existence of the statutory provisions pro- 
hibiting the offering of diseased animals in public 
markets. For to deduce from the defendant’s 
conduct that he was impliedly representing his 
pigs to be free from disease would be to lay down 
the untenable proposition that every seller of 
goods represents by his offer to sell that he is not 
thereby consciously violating any statute of 
the realm. 


As to exceptions to the general rule stated in 
sect. 14 of the Sale of Goods Act, 1893, that 
section itself (apart from other exceptions dealt 
with in sect. 15 of the Act) provides the following 
rules :— 

(1) Unless sold under a patent or other trade 
name goods must be reasonably suitable for the 
purpose for which the buyer requires them if he 
has made it known to the seller and the seller 
ordinarily deals in that class of goods. It is to 
be noted that the seller is liable for defects 
which are latent as well as those which are patent, 
as was emphasised in the case of Randall v. 
Newson (1877), where the plaintiff's horses were 
injured through taking fright at the breakdown 
of a carriage drawn by them which was caused 
by the collapse of a pole supplied by the defendant, 
a coach builder. In Frost v. The Aylesbury 
Dairy Company, Limited (1905) the defendants 
were held liable for illness caused to the plaintiff's 
wife through consuming milk supplied by them 
which, unknown to them, contained typhoid 
germs. By the circumstances of ordinary milk 
deliveries to a household the buyer impliedly 
informs the seller of the purpose for which the 
commodity is required. 

(2) Goods bought by description from a dealer 


in that class of goods must be of “ merchantable 


“a 
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ity,” but the dealer is not liable in respect of 
defects which the buyer might have discovered 
for himself by a reasonable examination of the 
The doctrine caveat emptor does not 

apply, said Mr. Justice Mellor in Jones v. Just 


inspecting the goods. Jones v. Padgett (1890) 
is particularly illuminating. There the plaintiff 
carried on two businesses from two addresses, 
viz, a tailor and woollen merchant respectively. 
He ordered of the defendants a quantity of 
“indigo blue cloth ” to be manufactured for him 
by them in accordance with the sample shown to 
him. The transaction was conducted from the 
address at which the plaintiff carried on his 
business as a woollen merchant, and the evidence 
showed that the defendants were unaware that 
the plaintiff conducted also a tailoring business at 
another address. The cloth as tendered was in 
fact useless to a tailor, although a woollen 
merchant could devote it to a variety of 
commercial uses. The question for the Court in 
these circumstances was whether there had been a 
tender of goods of “‘ merchantable quality.”” The 
Court was emphatically of the opinion that the 
question must be answered in the affirmative, 
for to hold otherwise would be to declare that a 
selier of a manufactured commodity was under a 
duty to acquaint himself with every possible use 
for which the buyer might offer it on a re-sale. 
Such a duty was a burden which the law could 
not reasonably place upon the manufacturers’ 
shoulders. 


(8) Where the usage of trade involves a 
standard of quality or fitness the seller must 
conform to that standard. The corollary to this 
tule also holds good, viz, that the usage of trade 
may negative any implication as to quality or 
fitness, ¢.g., where all sales are by sample. 
Evidence of such a trade usage was tendered with 
regard to tobacco purchases in Syers v. Jonas 
(1848). 

(4) Where by the Act itself a warranty or 
condition is to be implied, such implication is 
overruled by any warranty or condition expressly 
made or exacted. Illustrations of the application 
of this rule are to be found in Gage v. Beauchamp 
(1920), Baldry v. Marshall (1925), and W. Barker 
(Junior) & Co. v. E. T. Agius, Limited (1927). 

Amongst other statutes providing exceptions 
to the general rule, referred to above, may be 
instanced the Sale of Food and Drugs Act, 1875 ; 
the Anchors and Chain Cables Act, 1899; and 
the Merchandise Marks Act, 1887. Sect. 14 
of the Sale of Goods Act, 1898, itself declares 
that the rule that “ there is no implied warranty 


particular purpose .. .” is subject not only to 
other rules contained in the Act itself but also to 
such as are or may be contained in “ any statute 
in that behalf.” Thus, it is provided by the 
Merchandise Marks Acts (1887 and 1891) that 
where a seller applies a trade mark or trade 
description to goods offered he warrants by 
implication (a) that the trade mark is genuine, 
i.e., neither a forgery nor a false application, and 
(b) that the trade description is genuine, save in 
so far as he has negatived this by a statement in 
writing. 

The whole trend, then, of the application of 
the rule caveat emptor is to confer greater legal 
protection upon the buyer, with a view to securing 
as far as possible that the primary basic rule of 
the whole of the law of contract shall be adhered 
to, viz, that the contracting parties shall be 
really ad idem, that is, intend the same thing 
in the same sense. It is the task of the law to 
see to it that whilst no undue or unnecessary 
restrictions are imposed upon would-be sellers 
the scales shall be evenly weighted as between 
them and would-be buyers, always bearing in 
mind that in practice it is the sellers who are 
more likely to have, at any rate at the negotiating 
stage, a fuller knowledge than have the buyers 
of the nature and quality of the goods offered. 
It is the function of the law to lend its weight to 
the weaker party; the recognition of this 
function by our legislators has led to increasing 
restrictions on the liberties of sellers, exhibited 
as has been indicated in the case of goods by a 
constant refinement of the caveat emptor rule, 
and in the case of stocks and shares by the Com- 
panies Act, 1929, which provides numerous rules 
designed to inform, to warn, and to protect 
would-be buyers as to the nature and quality 
of that which they are being invited to acquire. 


INDUSTRIAL PLANT AND DEPRECIATION. 

Mr. P. D. Leake, F.C.A., in a paper on “ The Record of 
Depreciation in Accounts and for Costing ,” read 
before the members of the Institute of Cost and Works 
Accountants on November 10th, said that not less than one- 
half of our whole national capital consisted of depreciating 
industrial plant of one kind and another, and he considered 
it probable that the average all-round useful life of this 
plant did not exceed twenty years. He urged the need of 
attention to the tic measurement and record of 
annual expired capital outlay, which is what is really meant 
in speaking of depreciation of plant. Industrial plant, he 
said, is now owned mainly by joint stock companies, and 
unless adequate depreciation provision is regularly pro- 
vided out of each year’s revenue joint-stock company 
capital cannot be maintained undiminished. The share- 
holders in our great railway and shipping companies, 
amongst others, had suffered sorely from inadvertent 
neglect of that subject. It was an important branch of 
accountancy which was still in its infancy and easily 


or condition as to the quality or fitness for any 


capable of further development. 
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Society of Incorporated Accountants 
and Auditors. 


COUNCIL MEETING. 


A meeting of the Council was held on November 20th. 
Present: Mr. Henry Morgan (President) in the chair ; 
Mr. E. Cassleton Elliott (Vice-President), London ; 
Mr. R. M. Branson, Leicester; Mr. R. Wilson Bartlett, 
J.P., Newport, Mon.; Mr. H. J. Burgess, C.C., London ; 
Mr. W. Allison Davies, O.B.E., Preston; Mr. Walter 
Holman, London; Mr. Thomas Keens, Luton; Mr. 
Ernest T. Kerr, Birmingham; Sir James Martin, J.P., 
London; Mr. C. Hewetson Nelson, J.P., Liverpool ; 
Mr. James Paterson, Greenock; Mr. A. E. Piggott, 
Manchester; Mr. J. Stewart Seggie, Edinburgh; Mr. 
Percy Toothill, Sheffield; Mr. A. H. Walkey, Dublin ; 
Mr. R. T. Warwick, London; Mr. E. W. C. Whittaker, 
J.P., Southampton; Mr. A. E. Woodington, London ; 
Mr. F. Woolley, J.P., Southampton; Mr. A. A. Garrett, 
Secretary; Mr. J. R. W. Alexander, Parliamentary 
Secretary; Mr. Ernest E. Edwards, Assistant Parlia- 
mentary Secretary. 

Apologies for non-attendance were received from Mr. 
D. E. Campbell, Mr. Arthur Collins, Mr. W. H. Payne, 
Mr. G. S. Pitt, Mr. W. Paynter, Mr. Alan Standing, Mr. 
W. McIntosh Whyte, and Mr. F. Walmsley, J.P. 


Bye-Laws OF THE COUNCIL. 

Upon a report from the Articles and Bye-Laws 
Committee it was resolved to substitute the following 
Bye-Law 24 in lieu of the existing Bye-Law 24 :— 

“It shall be a necessary qualification for Membership 
(other than Honorary Membership and Membership under 
Article 13) of the Society that a person applying for 
Membership shall within three months after passing the 
Preliminary Examination or after obtaining exemption 
from such Examination under the provisions of Bye-Law 5 
have become a Member of the Students’ Section of a 
Branch or District Society of the Society or a Member 
of an Incorporated Accountants’ Students’ Society, and 
shall have continued a Member of one or other of such 
Branch, District, or Students’ Societies until he becomes 
a Member of the Society. A person submitting an appli- 
cation to sit for the Intermediate Examination, the Final 
Examination and for Membership of the Society shall 
forward with such application a certificate or certificates 
by the Secretary or Secretaries of the Branch, District 
or Students’ Society or Societies of which the applicant has 
been a Member during the period covered by the certificate 
(1) as to the period during which the applicant has been 
a Member of such Society, (2) that any subscription or 
subscriptions due to such Society by the applicant during 
such period has been paid.” 


CouNcIL. 

The Council received a letter from Mr. W. McIntosh 
Whyte intimating that on grounds of health he found it 
necessary to resign his seat on the Council. The following 
resolutions were unanimously adopted :— ~ 

“ That the Council of the Society accept with much 
regret the resignation of Mr. William McIntosh Whyte as 
a member of the Council. The Council desire to express 
their good wishes to Mr. McIntosh Whyte for his complete 
restoration to health and their cordial thanks for the 
services he has rendered to the Society during a period of 
seventeen years.” 

“ That Mr. Richard A. Witty, Fellow in public practice 


—— 


to the Council to fill the occasional vacancy caused 
resignation of Mr. W. McIntosh Whyte.” 7s 


It was further resolved to appoint Mr. a 
member of the Examination and Membership Committee 
the Parliamentary Committee, and the District Societie, 
Committee. 


INCORPORATED ACCOUNTANTS’ LONDON AND Dhisraicr 
Society 


It was reported that this Society had been duly con- 
stituted and Officers and Committee elected, with Mr, 
Thomas Keens as President. 


INCORPORATED ACCOUNTANTS’ CONFERENCE, SHEFFIELD, 


The President, on behalf of the Members of the 
who participated in this Conference, presented to Mr. 
Percy Toothill a sealed inscription of the vote of thanks 
accorded to him as President of the Sheffield District 
Society for his services in connection with the Conference, 


| Mr. Toothill expressed the appreciation of himself and his 


colleagues on the Sheffield Reception Committee. 


It was also reported that inscriptions of votes of thanks 
had been forwarded to Alderman C. W. Beardsley, J.P., 
the ex-Lord Mayor of Sheffield, Mr. A. B. Griffiths, and 
Mr. Leslie Lewis, Vice-Presidents, and tq Mr. J. W. 
Richardson, Hon. Secretary of the Sheffield District 
Society. 


EXPENSE OF LITIGATION. 


The Lord Chancellor received a deputation from the 
London Chamber of Commerce at the House of Lords cn 
November 6th. The deputation was introduced by the 
President of the Chamber, Lord Herbert Scott, and con- 
sisted of Sir James Martin (Past President of the London 
Chamber of Commerce and Past President of the Society 
of Incorporated Accountants and Auditors), Mr. E. G. 
Roscoe (Chairman of the Parliamentary and Commercial 


Law Committee of the Chamber), Mr. G. R. Freeman (Past - 


President of the Institute of Chartered Accountants), Mr. 
Sydney Leader, Mr. K. G. R. Vaizey, and Mr. A. de V. 
Leigh (Secretary of the Chamber). 

The Lord Chancellor was accompanied by Lord Hanworth 
(Master of the Rolls), Lord Merrivale (President of Probate, 


Divorce and Admiralty Division), Mr. Justice Avory (King’s _ 


Bench Division), Mr. Justice Eve (Chancery Division), 
Sir William Jowitt (Attorney-General), Sir Thomas Hughes 
(Chairman of the General Council of the Bar), Sir Roger 
Gregory (President of the Law Society), Sir Claud Schuster 
(Permanent Secretary to the Lord Chancellor), and Mr. 
E. A. Mitchell-Innes, K.C. 

The object of the Deputation was to elaborate the points 
raised in the Chamber’s report on the Expense of Litigation, 
which has aroused such widespread interest, not only in 
this country, but abroad. 

A discussion lasting one hour and three-quarters took 
place, during which the procedure in foreign countries came 
under review. 

The Lord Chancellor promised to give the representations of 


(Messrs. Button, Stevens & Witty), London, be appointed 


the Chamber his very careful and sympathetic consideration. 
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Jucorporated Accountants’ London and District Society. 


Luncheon to Sir James Martin. 


Tue Incorporated Accountants’ London and Dis- 
trict Society held their first public gathering at the 
Connaught Rooms, London, on Tuesday, November 
5th, 1930, when they entertained Sir James Martin 
at luncheon. The President, Mr. THomas KEENs, 
F.S.A.A., was in the chair, supported by a large and 
representative company, which included :— 


Lord Herbert Scott, C.M.G. (President, London Cham- 
ber of Commerce), Sir Malcolm Ramsay, K.C.B, (Comp- 
troller and Auditor-General), Mr. Henry Morgan (President, 
Society of Incorporated Accountants and Auditors), the 
Right Hon. Lord Askwith, K.C.B., Mr. Richard A. Witty 
(Vice-President), Sir Ernest Gowers, K.C.B. (Chairman, 
Board of Inland Revenue), Mr. E. Cassleton Elliott (Vice- 
President, the Society of Incorporated Accountants and 
Auditors), Mr. Arthur Michael Samuel, M.P., Sir George 
Stuart Robertson (Chief Registrar of Friendly Societies), 
Mr. A. E. Woodington, Paymaster Rear-Admiral H. W. E. 
Manisty, C.B. (Paymaster Director-General of the 
Navy), Sir Stephen Killik, J.P. (President, Incor- 
porated Accountants’ Students’ Society of London), 
Colonel William Parker (President, Chartered Institute of 
Secretaries), Sir Eccles Snowden, Sir James Cooper, Mr. 
R. M. Montgomery, K.C., Professor Henry Clay, M.A., 
M.Com., Sir Charles Stewart, Mr. Harold Bellman, Sir 
Francis Voules, Sir Basil Mayhew, Mr. R. B. Dunwoody, 
C.B.E. (Secretary, Association of British Chambers of 
Commerce), Mr. L. M. Clark, Mr. Edward Baldry (Hon. 
Treasurer), Mr. A. R. King-Faphow, Mr. A. de V. Leigh 
(Secretary, London Chamber of Commerce), Mr. C. J. 
Mill, Mr. F. R. Dale, D.S.O., M.C., M.A. (Headmaster, 
City of London School), Mr. Albert W. T. Berkley, Mr. 
R.J. Barrett, Mr. James Rae, Mr. A.S. Wade, Mr. Archibald 
Crawford (Director, Economic League), Mr. A. E. 
Watson, C.B.E., Mr. A. W. Kiddy, Mr. E. D. Kissan, 
Mr. T. S. Sheldrake, Mr. W. H. H. Carpenter, Mr. O. R. 
Hobson, Mr. C. V. Robertson (Melbourne), Mr. E. 
Mackenzie Hay, Junr., Mr. J. C. Rea Price, Mr. C. H. Isdell- 
Carpenter, Mr. W. P. Fuller (Chairman, Headmasters’ 
Employment Committee), Mr. William Strachan, Mr. 
David H. Allan, Mr. A. S. Allen, Mr. E. T. Allen, 
Mr. James W. Allen, O.B.E., Mr. W. M. Bayliss, Mr. 
5. W. Bayliss, Mr. W. D. Beatton, Mr. H. F. Bence, Mr. 
Gordon S. Bird, Captain F. D. Bone, Mr. E. G. Bourne, 
Mr, Reginald Bourne, Mr. A. E. Bradfield, Mr. J. S. 
Brittain, Mr. P. E. Brown, Mr. R. Brownsmith, Mr. W. 
Norman Bubb, Mr. Roland Burrows, Mr. A. J. Carey, 
Mr. E. C. Caudle, Mr. A. Chapman, Mr. H. Epton 
Chapman, Mr. F. E. Clements, Mr. R. W. L. Clench, 
Mr. S. H. Clinch, Mr. H. E. Colesworthy, Mr. Arthur Collins, 
Mr. Francis L. Cooke, Mr. William Boyd Cooper, Mr. C.J. H. 
Cowdy, Mr. H. J. Cox, Mr. F. S. Crawford, Mr. John 
Cryer, Mr. W. G. Cunningham, Mr. J. W. Daffarn, Mr. F. R. 
Dale, D.S.O., M.C., Mr. Frederick Davey, Mr. F. J. Duck, 
ue George Drowley, Mr. A. J. Durrant, Mr. E. E. Edwards, 


Fay, Mr. W. S. Fisher, Mr. R. G. Fletcher, Mr. W. J. 


F 


Mr. C. A. G. Hewson, Mr. Walter Holman, Sir 
Horne, Mr. Patrick Howling, Mr. A. H. Hughes, 
Foley Inkson, F.C.A., Mr. E. Furnival Jones, Mr. 
Jones, Mr. S. A. C. Keelan, Mr. H. Kingston, 
Lambert, Mr. C. W. Legge, Mr. H. J. 
Lloyd, Mr. F. J. Lock, Mr. Cyril M. Lomax, 
Lovatt, Mr. F. J. B. Lovell, Mr. 
Mackrill, Mr. L. G. Mansfield, Mr. B. G. 
E. C. Martin, M.B.E., Mr. J. R. Maskell, Mr. 
Wride, Mr. H. Menzies, Mr. W. D. i 
Middlemiss, Mr. J. J. Middleton, Mr. P. H. Milton, 
M. E. Moore, Mr. F. W. E. Morgan . 

Mr. F. Neal, Mr. S. Newton, Mr. H. T. P. 

W. E. A. Norman, Mr. Charles Norton, Mr. 
Mr. L. Gerard Norton, Mr. S. W. Oakley, Mr. Geo 
Palmer, Dr. C. P. Parsons, Mr. G. O. Parsons, Mr. 
Patterson, Mr. Frederick Paul, Mr. H. W. Payne, Mr. S. 
Payne, Mr. W. G. Payne, Mr. W. H. 
Payton, Mr. C. H. Pearman, Mr. W. A. 
A. I. Pidduck, Mr. E. Pidduck, Mr. P. E 
Mr. G. L. Pratt, Mr. G. Roby Pridie, Mr. F. 
Mr. S. H. Robb, Mr. F. A. Roberts, Mr. A. G. 
Mr. A. P. Salter, Mr. H. Salter, Mr. E. C. Saphin, Mr. 
Scott-Moore, Mr. G. E. Sendell, Mr. A. J. H. Shay, 
R. M. Simpson, Mr. F. J. Smith, Mr. G. Alan Smith, 
W. Southwood Smith, Miss Vera Snelling, Mr. Ronald 
Staples, Mr. F. W. Stephens, Mr. Joseph Stephenson, 
O.B.E., Mr. A. H. Stevens, Major S. R. Stott, Mr. W. G. 
Strachan, Mr. P. E. T. Thomas, Mr. Maurice Thompson, 
Mr. Horace J. Veitch, Mr. H. Vinall, Mr. H. H. Vincent, 
Baron Kurt Von Stutterheim, Mr. C. E. Wakeling, Capt. 
B. Warwick, Mr. R. T. Warwick, Mr. C. E. Wells, Mr. 
A. W. Welton, Mr. M. Widdowson, Mr. L. D. Williams, 
Mr. C. B. Wilson, Mr. H. E. Wright-Anderson. 

The toast of “The King” having been duly 
honoured, 

Lorp Hersert Scorrt, C.M.G., D.S.O. (President 
of the London Chamber of Commerce), rose to pro- 
pose the health of Sir James Martin. He said he 
found himself faced with a great pleasure and also 
with a great difficulty ; a great pleasure in having the 
honour of being selected to propose the health of his 
good friend, Sir James Martin, and a great difficulty 
in being able to frame together a sufficiently well- 
worded tribute to his busy life. For nearly half a 
century Sir James Martin had been working; and 
when he said working he meant really working, with 
long hours and often with some weariness—not, as was 
so often the case of the worker to-day, with one eye 
on the clock and the other eye on the betting tape, 
waiting for the whistle to blow so that he might down 
tools and put something on a horse for the 3.30 race. 
(Laughter.) Whether Sir James ever invested in a 
ticket for the Irish Free State Sweepstake would 
remain a mystery, but if he did, he (Lord Herbert) 
felt sure that, like a true accountant, he would have 
worked out the odds against his winning a prize ; 
and he would like the homely comfort of Sir James’s 
deductions as he, alas, held a ticket but did not win 
a prize. Why he should associate the name of a 


F 
tr 


~ 
2: 


me Rs 

ap 
RRFE 
pFf ones 
5 Free» 


e 

: 

gf 
a 
an 


: 


’ 
as 


= 
f°) 
5 
a 
~ Bowe 


ea] 
ex 
PROS SE Pros 


80 rs | 
ee 
| 
= 
LP. 
. ee 
ne man, Mr. F. C. Funnell, Mr. A. A. Garrett, Mr. 
Clement C. Gatley, Mr. Thomas Gold, Mr. John Gray, 
of Mr. H. Greenwood, Mr. T. Grundy, Mr. A. C. B. Hall, 
Mr. R. T. Hargreaves, Mr. F. G. Harris, Mr. G. W. Harris, 
D. Mr. E. H. Hawkins, Mr. J. J. Hawkins, Mr. C. B. Hewitt, 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. [Decemper, 1999 


great accountant with that of a betting transaction 
appeared to be rather obscure. Perhaps it was 
because the accountant made up the odds against 
reclaims on their income tax, and the bookmaker 
laid the odds against their regains on a horse. The 
former profession had meant for him some consolation, 
the latter had caused him moments of distinct anxiety. 
(Laughter.) To review a few incidents of Sir James’s 
busy career, he would like first of all to touch on the 
London Chamber of Commerce. Sir James had been 
one of their guiding spirits from the early days of the 
movement. After holding office as Deputy Chairman 
of the Council, and Chairman, he became President 
from 1925 to 1928, when he (Lord Herbert) had the 
honour of succeeding him, and he would like to take 
that opportunity of thanking Sir James for the kind 
assistance and support he had so generously given 
him while holding that position. Sir James had served 
on a large number of Government Committees, the 
more recent ones being those dealing with Commercial 
Arbitration, Bankruptcy and Company Law. He had 
also frequently given evidence for Royal Commissions 
on matters relating to taxation and the National 
Debt, and he had appeared before no less than seven 
Chancellors of the Exchequer on behalf of Chambers 
of Commerce to argue taxation points prior to the 
introduction of the Budget, and his eloquence before 
Liberal, Conservative, or Socialist Chancellors had 
often melted their stony hearts. In this last connec- 
tion, Sir James had demonstrated not only to the 
bewilderment of the commercial community, but, he 
greatly suspected, of the Chancellor of the Exchequer 
himself, that the Government draftsman, disguising 
his meaning however cunningly, never could long 
hope to baffie Sir James. Any training which enabled 
a man to understand the intricacies of modern Income 
Tax Law must necessarily impress the ordinary 
business man as being erudite in a marked degree. 
Therefore, Sir James had rendered immense services 
to his profession by demonstrating in his own person 
the all-important part which a man trained in account- 
ancy could play in the counsels of the nation. He 
had been described on more than one occasion as the 
. “Statesman of the Accountancy Profession,” and 
that was a noble title. That was only a brief record of 
some of Sir James Martin’s public work. His own 
business and commercial interests were well known 
to all; his generosity and kindly sympathy to the 
“lame dog” had frequently been demonstrated. 
(Hear, hear.) It was, therefore, of little wonder that 
he should have earned for himself the respect, admir- 
ation, and affection of all who had come in contact 
with him. Turning to a graver subject for one 
' moment, we were passing through one of the most 
serious financial periods which had ever existed in 
this country. We were confronted by bad trade, and 
consequently grave unemployment, which had 
created a dole-ful nation of spoon-fed youth ; and yet 
he believed we had never before possessed better 
brains, keener energy, or more foresight amongst our 
business men, and it was to these men, men of the 
calibre and resourcefulness of Sir James Martin, 


looked for help, assistance and guidance in theip 
hour of need. He asked them to rise and drink to th. 
health, long life, and prosperity of Sir James Martin, 
(Cheers.) 


Sm JaMEs Martin, who was warmly cheered 
rising to respond to the toast, said that when he was 
called upon to address any gathering, he was 
content if he could express himself in language which 
could be understood, but to-day he would like just 
for two or three seconds to be endowed with some 
oratorical ability in order that he might acknowledge 
the very kind and indulgent manner in which Lon 
Herbert Scott had submitted the toast of his health 
for their consideration. He would also like to thank 
Mr. Keens and the whole of the members of the Ip- 
corporated Accountants’ London and District Society 
for the honour they had done him by this entertain. 
ment at their inaugural meeting, and further, he 
would like to thank all present for the kind way in 
which they had received the toast. Inasmuch as he 
did not possess that oratorical ability, he would ask 
them to accept the sincerity of his acknowledgments 
and forgive the paucity of his words. He thought it 
would be of some interest if he mentioned that the 
London Chamber of Commerce, of which Lord Herbert 
Scott was the President, was not incorporated until 
October, 1881, about four years before the Society 
of Incorporated Accountants and Auditors came into 
existence. But that was hardly the fault of the 
bankers, merchants and traders of London, because 
a movement was on foot to found a Chamber of Com- 
merce for London as far back as the year 1824, but 
the promoters were discouraged by a communication 
received from Lord Liverpool (who was at that time 
Chancellor of the Exchequer) in which he said that 
strong objections were entertained by His Majesty's 
Ministers to such an association being formed within 
the City of London. (Laughter.) He did not think 
they need speculate as to the nature of the answer 
that would be returned to-day to any communication 
of a similar character. The Society of Incorporated 
Accountants and Auditors had been affiliated to the 
London Chamber of Commerce for a period of 36 
years, and at the present time the President, Mr. 
Henry Morgan, represented the Society on the Coun- 
cil of that body. (Hear, hear.) From his own know- 
ledge of the Council of the Chamber, he could testify 
to its zeal in the promotion and maintenance of the 
highest standards in all matters relating to commerce, 
industry, and finance. While his presence there a5 4 
guest was due to a kindness which was ever renewed 
and, in fact, never ceased, there was perhaps just one 
valid reason for his entertainment, and that was 
because he was present at a similar gathering 2 
connection with the foundation of the Manchester and 
District Society of Incorporated Accountants as far 
back as February, 1886, and that was the first of the 
District organisations of the Society of In 
Accountants and Auditors. There was one circu 
stance common to the date of the formation of both 
the first and the last of those District Societies of 
Incorporated Accountants, and that was, he regretted 


that the commercial and industrial life of this nation 


‘to say, depression in trade and industry, in regard 
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to which a Royal Commission was sitting 44 years 
ago. It might be that the report of that Royal Com- 
mission would contain some interesting matter which 
could be made relevant to the existing position. One 
might properly ask why delay had taken place until 
the year 1930 in the formation of that District 

isation. He thought the answer was to be found 
in the fact that for forty years there had been in 
existence an excellent Incorporated Accountants’ 
Students’ Society in London, which had arranged 
over the whole period sessions of lectures and meetings 
which had been addressed by many distinguished and 
accomplished men, including some of the guests who 
had honoured that luncheon with their presence. 
(Hear, hear.) Owing to the labours of the Chairman 
of that gathering, Mr. Thomas Keens, the United 
Kingdom had been linked up with a chain of organis- 
ations in which it was necessary for London to take 
its proper place. Moreover, by the acquisition of the 
beautiful building on the Victoria Embankment as 
the headquarters of the Society, there was now a home 
for the development of work on a scale which was not 
available previous to the year 1929. A few weeks ago 
there was a Conference of Incorporated Accountants 
in Sheffield, at which the position of the profession 
of Accountancy during the past half-century was 
reviewed by the President, Mr. Henry Morgan, and 
by one of the Past Presidents of the Society, Mr. C. 
Hewetson Nelson, of Liverpool, and although he 
could claim some share in forty years of its progress, 
he did not propose to-day to go over any of the ground 
which had already been so well covered by his col- 
leagues. For reasons which had appeared to him to 
be sound, he had not hitherto availed himself of any 
opportunity which had arisen of expressing his views 
on questions which had become acute through the 
depression which had succeeded the unjustified opti- 
mism of the period 1928-29. History had again re- 
peated itself, and, as the rising waters of inflation 
receded, the wrecks of ill-starred ventures and enter- 
prises had had to be cleared away. The Companies 
Act, 1929, did not come into force until November 1st 
of that year, nearly two months after the collapse in 
prices, and before its provisions could be put into 
force, a further amendment of the law was suggested. 
His view was that the Act of 1929, which was not 
only an Act amending Company Law, but also a 
consolidating Act, should be given a fair trial. It was 
drafted on the report of a very representative Com- 
' mittee presided over by Mr. Wilfrid Greene, K.C., 
and he (Sir James) had the honour of being a member 
of it, as well as of Lord Wrenbury’s Committee of 
1917, which dealt only with certain aspects of Com- 
pany Law arising out of the War. It was necessary 
for a moment to dwell on the labours of the Greene 
Committee. Its sittings covered a period of fifteen 
months, and it examined a large number of witnesses, 
including Judges, the Director of Public Prosecutions, 
Bankers, Solicitors, representatives of the Stock 
Exchange, Chambers of Commerce, the different 
branches of their own profession, and high Govern- 
ment officials. The Committee, in making their report 


they realised that the system of limited liability left 
opportunities for abuse. Some of these they con- 
sidered to be part of the price which the community 
had to pay for the adoption of a system so beneficial 
to trade and industry. It appeared to the Committee, 
as a matter of general principle, most undesirable, in 
order to defeat an occasional wrongdoer, to impose 
restrictions which would seriously hamper the ac- 
tivities of honest men and would inevitably re-act 
upon the commerce and prosperity of the country. 
The evidence satisfied the Committee that the great 
majority of limited companies, both public and pri- 
vate, were honestly and conscientiously managed. 
He knew that in taking this line he was to some 
extent running counter to the views expressed by 
Mr. Henry Morgan, and also by his friend, Mr. Arthur 
Michael Samuel, M.P., who he was very pleased was 
present with them that day, but he felt that the Act 
of 1929, on which so much labour was spent, and 
which was the first serious attempt to amend Com- 
pany Law generally for a period of a quarter of a 
century, should receive a fair and proper trial. (Hear, 
hear.) It must not be forgotten that many of the 
evils to which Mr. Morgan had so ably drawn atten- 
tion, could also be met outside the Companies Act 
by regulations such as those recently issued by the 
Stock Exchange Committee. There was always a 
danger, in his opinion (which had been pointed out 
by the Greene Committee) in making a law too strin- 
gent. If Parliament endeavoured to provide for every 
possible contingency it would be sure to meet with 
failure, and the additional danger would then have to 
be faced that everything might be regarded as lawful 
and proper which was not absolutely condemned as 
illegal. The City of London maintained a proud 
position throughout the world, because under all 
circumstances the City met its obligations, whether 
international or internal. (Hear, hear.) The pro- 
fession of accountancy, to which they belonged, had 
never failed to uphold the best traditions of the Capital 
of the Empire, and the requirements they made upon 
their members in respect of the exercise of their pro- 
fession and of the maintenance of a strict code of 
professional ethics, were far in excess of requirements 
imposed upon them by any law which might be upon 
the Statute Book. In again thanking them for the 
special honour they had paid him on the inauguration 
of the Incorporated Accountants’ London and Dis- 
trict Society, he recognised that his interest must be 
mainly in the past achievements of the Parent Society. 
Those of them who laboured in the early years of 
their history well and truly laid the foundations on 
which were now being erected still more important 
superstructures. The motto on the Arms granted to 
them by Heralds’ College was the Latin equivalent 
of “ Reliability and Integrity.” Those words were 
applied to Incorporated Accountants in a judgment 
of the High Court of Justice in the year 1907. For 
that judicial approval they worked strenuously, and 
present-day members would, he knew, maintain the 
position won, with resolution, and faithfully hand it 


to the President of the Board of Trade, stated that 


on for the benefit of those who came after them. 
(Cheers.) 
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Sm Maxtcotm Ramsay, K.C.B. (Comptroller and 
Auditor-General), in proposing the health of the 
‘Chairman, said that, like a witty writer in a recent 
periodical, he would try to make his speech as much 
-as possible like a lady’s dress—long enough to cover 
the subject, but short enough to be interesting. 
(Laughter.) But he was in a difficulty because his 
subject was a fairly large one. As a matter of fact, 
he thought Mr. Keens was really a paradox, because 
he had erected a very noble career and a most justly 
deserved reputation on a foundation which most of 
them would avoid—a foundation of straw. Mr. Keens 
lived in the town of Luton, and straw is a raw material 
_of its staple industry. He (the speaker) had the 
curiosity last week to refer to that very well known 
book, ‘** Who’s Who,” in order to see what it said 
about Mr. Keens—or rather, what Mr. Keens said 
about himself. (Laughter.) He had rarely read any 
autobiography which compressed into so small a 
space such a compact and honourable record as that 
of Mr. Keens. For many years he had been a member 
of the Bedford County Council, and had devoted 
himself to work of Local Government. He had been 
Chairman of the Finance and other committees, and 
had taken a prominent part in the business of the 
Council. In those capacities Mr. Keens himself 
would acknowledge that he had been very ably 
seconded by his good lady, and if any of those present 
wished to see her at work, they had only to commit a 
breach of motoring law in the neighbourhood of Luton, 
and when they appeared before the Bench they would 
see how admirably she did her work. In due course, 
Mr. Keens was elected a Member of Parliament for 
Aylesbury, and, as one would expect, when he arrived 
at Westminster he became a great champion of 
economy. One of his first acts was to protest against 
the action of the Minister of Health in the matter of 
the Poplar Order. But shortly afterwards he was 
guilty of what seemed to be a lapse from the path of 
virtue, inasmuch as he advocated a proposal to 
relieve certain war bonus of income tax, a step which 

_the Treasury declared would cost £3,000,000 a year. 
With that slight exception, however, his efforts were 
devoted to the cause of economy. He (Sir Malcolm) 
was sorry that on a study of the National accounts he 
could not see that Mr. Keens’ proposals were very 
efficacious in damming the rising tide of expenditure ; 
that had been a task too great even for his proved 
capacity ; but at any rate, he did his share in adding 
_ to the complication of income tax law, and thereby 
deserved a tribute from all accountants, seeing that it 
had given them so much work and had added, inci- 
dentally, to their incomes. (Laughter.) But, of 


—— 


had for long been a member of their Society, and was 
its President from 1926 to 1929, during which period 
he visited New York and Amsterdam on behalf of 
the Society. There were, in fact, three special direc. 
tions in which Mr. Keens deserved their gratitude. 
First and foremost, there was the fact to which Sir 
James Martin had referred, namely, that he was the 
originator of the District Societies, his work in that 
direction having culminated in the formation of the 
London Society, whose birthday they were that day 
celebrating. If he might be permitted to say so, 
judging by the appearance of the company present, 
it was a very healthy and promising infant. Secondly, 
Mr. Keens played the part, as the Chairman had 
reminded them, of an inverted or benevolent Guy 
Fawkes. Guy Fawkes had tried to blow up the Houses 
of Parliament, but Mr. Keens had instigated the 
acquisition of that gem of architecture on the Thames 
Embankment which the Society now occupied. 
Finally, it was during Mr. Keens’ term of office that 
they obtained their Grant of Arms. Probably many 
of those present had seen that Grant in their Hall on 
the Embankment, but perhaps they did not know 
the precise language in which the Grant was con- 
ferred. 


He would quote it. The arms are “ Argent, an 
open book ’’—that obviously referred to the private 
ledger—and with that comes “ issuant from the 
dexter chief a sunburst proper ’’—that typified the 
eagle eye of the accountant. Then follows rather a 
sinister touch. The whole is ‘“ within a bordure 
sable charged with six bezants and six plates alter- 
nately.’ The sable border seemed to him to indicate 
the horrible discoveries which might result from audit. 
He was not sure what meaning was to be attributed 
to the bezants and plates, unless, indeed, it was a 
delicate reference to the accountant’s professional fees. 


Finally the crest is “‘ the demi-figure of a scribe 
proper habited sable, holding in the dexter hand a 
pen and in the sinister an inkhorn also proper.” 


This coat, as the company would notice, had a 
good deal of black about it. But on an occasion like 
the present, they really had very little to do with 
black, unless it were in the more agreeable form 
associated with the name of Mr. Buchanan, viz, 
Black and White. He would conclude by asking them 
to drink in Black and White, or anything else they 
preferred, long life, prosperity and happiness to their 
President, Mr. Thomas Keens. (Cheers.) 


The PresipEnt, responding to the toast, said he 
had promised that he would endeavour to bring the 


course, as they all knew, Mr. Keens had a much more | proceedings to a close by as near as possible half- 


intimate claim upon their gratitude and affection. He 


past-two, and consequently any words from him now 
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must be brief ; but it was obvious he could not let 
the opportunity pass of expressing his most sincere 
thanks for the all too kind words that the proposer 
of this toast had applied to him. He would like also, 
on behalf of the Committee and Officers of the newly- 
formed London and District Society, to thank all 
those distinguished gentlemen, their guests, who had 

to do honour to Sir James Martin. (Cheers.) 
On behalf of the Committee and Officers of the newly- 
formed London Society, he thanked them all for the 
way in which they had supported the Committee at 
this, its inaugural venture. It had been a very great 
pleasure to him and to the members of the Committee 
to see how splendidly this function had been sup- 
ported, and to realise from that fact that the latest 
development, namely, the completion of the District 
Societies organisation, had met with approval. He 
hoped that in the future they would continue their 
support. In the very lengthy list which Sir Malcolm 
Ramsay had given of some of the things he (Mr. 
Keens) had at any rate tried to do, he omitted some 
of the most important work. In conjunction with his 
friend, Mr. A. M. Samuel—to whom he would like 
to pay his tribute of regard—as soon as they got into 
the House of Commons, they together brought in a 
Bankruptcy Act (Amendment) Bill, and a Companies 
Act (Amendment) Bill. Neither of those “Bills was 
passed, but the President of the Board of Trade said 
it was obvious that further legislation was required 
in respect of both those Bills, and that Committees 
would be set up to see what could be done. Those 
Committees were in due course set up, and legislation 
had been the result. He wished, in conclusion, to 
pay a tribute of respect to the President of the Parent 
Society, Mr. Henry Morgan, and also to the Vice- 
President, Mr. E. Cassleton Elliott, and to acknow- 
ledge the magnificent work they were doing in order 
that the influence of the Society might be maintained 
and extended in all directions. (Cheers.) 


@bituary. 


NORMAN FREDERIC CRAWSHAW. 


We regret to announce the death of Mr. Norman 
Frederic Crawshaw, A.S.A.A., of 3, Atheneum Terrace, 
Plymouth. Mr. Crawshaw was articled to Mr. E. C. 
Condy, of Plymouth, and commenced public practice 
on his own account immediately on completion of his 
articles in November, 1929. Although only 23 years 
of age, he had already taken a considerable share in public 
activities in Plymouth. He showed great energy as 
honorary secretary of the Plymouth Week Committee, 
and had recently been appointed Honorary Secretary of 


AUDITORS OF COMPANIES IN INDIA. 
Act No. XIX of 1930. 


This Act has been passed by the Indian Legislature — 
and received the assent of the Governor-General on 


April 4th, 1980 :— 


An Act further to amend the Indian Companies Act, 
1913, for certain purposes. 

Whereas it is expedient further to amend the Indian 
Companies Act, 1913, for the purposes hereinafter 
appearing ; It is hereby enacted as follows :— 


1.—(1) This Act may be called the Indian Companies 
(Amendment) Act, 1930. 

(2) It shall come into force on such date as the 
Governor-General in Council may, by notification in the 
Gazette of India, appoint. 

2.—In section 144 of the Indian Companies Act, 1913— 

(a) in sub-section (1)— 

(i) for the words “ Local Government” the words 
** Governor-General in Council ” shall be substituted ; and 


(ii) for the proviso the following proviso shall be 
substituted, namely :— 

“ Provided that a firm whereof the partners all 
hold such certificates may be appointed by its 
firm-name to be auditor of a company, and may act 
in its firm-name”; and 

(b) for sub-section (2) the following sub-sections shall 
be substituted, namely :-— 

““(2) The Governor-General in Council may, by 
notification in the Gazette of India and after previous 
publication, make rules providing for the grant, renewal 
or cancellation of such certificates and prescribing con- 
ditions and restrictions for such grant, renewal or 
cancellation : 

“ Provided that nothing contained in such rules shall 
preclude any person from being granted a certificate 
merely by reason that he does not practise as a public 
accountant. 


(2A) In particular, and without prejudice to the 
generality of the foregoing power, such rules may— 

(a) provide for the maintenance of a Register of 
Accountants entitled to apply for such certificates ; 

(b) prescribe the qualifications for enrolment on the 
Register and the fees therefor ; 

(c) provide for the examination of candidates for 
enrolment, and prescribe the fees to be paid by examinees ; 

(d) prescribe the circumstances in which the name of 
any person may be removed from or restored to the 
Register ; 

(e) provide for the establishment, constitution and 
procedure of an Indian Accountancy Board, consisting 
of persons representing the interests principally affected 
or having special knowledge of accountancy in India, 
to advise him on all matters of administration relating 
to accountancy, and to assist him in maintaining the 
standards of qualification and conduct of persons enrolled 
on the Register; and 

({) provide for the establishment, constitution and 
procedure of local accountancy boards at such centres 
as the Governor-General in Council may select, to advise 
him and the Indian Accountancy Board on any matter 


the Hospitals Pageant Committee. 


_| that may be referred to them. 
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(2B) The holder of a certificate granted under this 
section shall be entitled to be appointed and act as an 
auditor of companies throughout British India.” 

3.—(1) All certificates granted by Local Governments 

_ before the commencement of this Act entitling the holders, 
and all declarations made before the commencement of 
this Act by the Governor-General in Council entitling 
the members of any specified institution or association, 
to be appointed and to act as auditors of companies 
throughout British India shall be deemed to be cancelled 
on the expiry of one year from the commencement of 
this Act : 

Provided that the Governor-General in Council may 
direct that any such certificate or declaration shall remain 
in force for a further period not exceeding one year : 

Provided further that any person who— 

(a) was entitled immediately before the commence- 


ment of this Act by reason of any such certificate 
or declaration to be appointed and to act as an 


auditor of companies throughout British India, 


and 


(b) has at any time, after he became so entitled 
and before the commencement of this Act, 
resided in India, 

shall, if he possesses such qualifications as to good 
character and on payment of such fee as may be prescribed 
under clause (b) of sub-section (2A) of section 144 of the 
Indian Companies Act, 1913, be entitled to be enrolled 
on the Register of Accountants referred to in that 
sub-section. 

(2) Persons holding restricted certificates granted by 
Local Governments before the commencement of this 
Act entitling them to act as auditors within a province 
may continue so to act, on such conditions as may be 
prescribed by the Governor-General in Council in rules 
made by notification in the Gazette of India and after 
previous publication. 


CLAIM AGAINST RECEIVER FOR 
DEBENTURE HOLDERS. 


A Question of Procedure. 

The Court of Appeal, consisting of Lords Justices 
Scrutton, Greer and Slesser, to-day allowed an appeal by 
Jas. L. Mudd, Incorporated Accountant, of Norwich 
Union Chambers, Congreve Street, Birmingham, from the 
refusal of Mr. Justice Branson to give him unconditional 
leave to defend an action brought against him by the 
National Provincial Bank. The bank claimed £3,160 
as balance of an overdraft on an account kept by 
Mr. Mudd at their Birmingham branch in his capacity 
as receiver for debenture holders in Severn Side Brick 
Company (Gloucester), Limited. On construction of a 
letter written by the receiver, the Bank contended that 
he was personally liable for the overdraft. 

Lord Justice Scrutton, giving judgment, said that 
arguable questions of this sort, turning on the construction 
of documents, ought not to be decided in Chambers so 
that the Court of Appeal had not the advantage of a 
judgment giving the reasons on which the Judge acted. 
All sorts of difficult questions might be raised with regard 
to the liability of a receiver for debenture holders im 
regard to transactions he carried out in that capacity. 
The appeal would be allowed and the case would go into 
the short cause list for hearing. 

Lords Justices Greer and Slesser concurred. 


Northwestern 


——== 


SOLICITORS BILL. 


Presented to the House ef Commons 
Sir Dennis Herbert and Others, " 

A Bill to amend the Solicitors Acts, 1839 to 1928 by 
requiring all solicitors to be members of the Law Society 
and by enabling the Society to make and enforce rules 
of professional conduct and to establish a fund for the 
relief of persons suffering loss through the default of 
solicitors ; and for purposes connected with the matters 
aforesaid. , 

Be it enacted by the King’s most Excellent Majesty. 
by and with the advice and consent of the Lords Spiritual 
and Temporal, and Commons, in this present Parliament 
assembled, and by the authority of the same, as follows :-— 

PROVISIONS AS TO MEMBERSHIP OF THE SocteTy. 

1.—(1) Every person whose name is for the time 
on the Roll of Solicitors shall by virtue thereof become 
a member of the Society. 

(2) The following section shall be substituted for 
sect. 11 of the Solicitors Act, 1888 :— 

“On production of the admission signed by the 
Master of the Rolls and on payment to the Society 
of a fee not exceeding five pounds and also of such 
annual subscription or proportion thereof as may 
from time to time be fixed by the Council in 
accordance with the bye-laws of the Society, it shall 
be the duty of the Society, as registrar, to cause 
the name of the person admitted to be entered on 
the Roll of Solicitors.” 

(83) Sect. 16 of the Solicitors Act, 1888 (which 
authorises the registrar of solicitors to refuse to issue 
certificates in certain cases), shall apply to every solicitor 
who applies for a certificate to practise without having 
paid the annual subscription for the current year or any 
fine which shall have been imposed upon him by the 
committee hereinafter mentioned. 

(4) A solicitor whose name is, whether at his own 
request or otherwise, struck off the Roll of Solicitors 
shall thereby cease to be a member of the Society. 

(5) A solicitor whilst suspended from practice shall 
not be entitled to exercise any privileges attaching to 
membership of the Society. 

(6) The Society shall before November Ist, 1931, make 
such amendments in the bye-laws and regulations of the 
Society as may be necessary in order to bring the same 
into conformity with the provisions of this Act. 

(7) Sub-sects. (1) to (5) inclusive of this section shall 
come into force on November Ist, 1931. 

Provision OF RELIEF FuND. 

2.—{1) It shall be lawful for the Society to set apart 
from its annual income such sum or sums as the Council 
may from time to time determine for the purpose, at 
the discretion of the Council, of making such grants 
as may be deemed necessary or desirable to relieve 
persons who may suffer hardship as a result of the 
defaults of any solicitor, and after any such sum shall 
have been so set aside as aforesaid it shall not be lawful 
to use the same for any other purpose. Such sum or 
sums shall be called “‘ the relief fund.” 

(2) The Council, with the concurrence of the Master 
of the Rolls, shall make from time to time rules for the 
administration of the relief fund, including the investment 
of any amount not immediately required. ; 

PoweERS aS TO RULES AND FINES. 

3.—(1) The Society, with the concurrence of the 
Master of the Rolls, shall make from time to time rules 
for the professional conduct and discipline of solicitors. 

(2) The rules made under the provisions of this 
section may provide that any neglect or failure 
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observe or comply with any particular provision or 
visions of any such rules shall be deemed to be 
professional misconduct. 

(3) The committee constituted under sect. 12 of the 
Solicitors Act, 1888, and sect. 4 of the Solicitors Act, 1919, 
jn addition to or substitution for any other order which 
they may have authority to make, may impose upon any 
solicitor guilty of professional misconduct a fine not 
exceeding one hundred pounds. Any fine so imposed shall 
be paid to the Society and shall form part of the relief fund. 

CrraTION AND CONSTRUCTION, 

4.—(1) This Act may be cited as the Solicitors Act, 
1930, and shall be construed as one with the Solicitors 
Acts, 1839 to 1928, and those Acts and this Act may 
be cited together as the Solicitors Acts, 1839 to 1930. 


DUPLICATING AND COPYING 
PROCESSES. 


At a meeting of the Office Machinery Users’ Association, 
held at the London School of Economics and Political 
Science on November 5th, Mr. W. Desborough (H.M. 
Treasury) gave the second of his lectures on “ Duplicating 
and Copying Processes.” He first explained the operation 
of the various type-setting machines, mentioning two 
comparatively new devices: first, the Setotype, which 
automatically sets up type as the original if typed out 
upon an ordinary typewriter in the usual way ; the second, 
acombination of the Multigraph with an addressing machine, 
as a result of which the name and address of each individuai 
addressee is printed as part of the circular letter, and an 
envelope is similarly addressed at the same time. He then 
dealt with camera processes, by which the copy can be 
reduced in size while remaining true to scale, thus effecting 
an appreciable saving in expense and also in storing room. 
Passing on to contact processes, he described first of all the 
ordinary blue print, and then referred to other processes 
which gave positive prints in red-brown lines upon a white 
background after development by a more or less dry process, 
which thus saved time ordinarily occupied in drying while 
leaving the result much more true to scale than is possible 
with a wet process. An interesting development recently 
produced is the Rayophot process, under which reproduc- 
tions are made by placing the original in contact with a 
piece of sensitised paper behind or in front of which is placed 
& special Rayophot sheet which has been previously made 

i by exposure to light. Passing on to litho pro- 
cesses, which Mr. Desborough pointed out, do not call for 
skilled work, and compare favourably with any other 
duplicating machine in point of output, he pointed out that 
reproduction may be made here either from typed matter 
employing a litho ribbon, or from matter written or drawn 
by hand in a suitable ink, or from an undeveloped blue 
print. In each case the contact of the original with a thin 
me of aluminium leaves a slightly greasy image upon the 

r which alone takes the ink when the plate is passed 
over an ink-roller, or typewritten matter may be typed 
direct on to the aluminium plate itself, which is sufficiently 
flexible to roll round the platen. When the plate is put 
into the printing machine it is first inked, and then comes 
in contact with a rubber-covered cylinder (or “ blanket ”’) 
which receives a reversed impression of the image from which 
the actual prints are prepared. It is possible to obtain 
15,000 copies from a single plate by this process at the rate 
of 6,000 per hour. In conclusion, Mr. Desborough dealt 
at some length with the organisation of duplicating work, 
pointing out that much waste might be avoided by proper 
Organisation and control. 


RNewcastle-on-Tyne 
Society of Incorporated Accountants. 


ANNUAL DINNER. 

The annual dinner of the Newcastle-on-Tyne Society 
of Incorporated Accountants and Auditors, held at the 
Central Station -Hotel, Newcastle, on November 14th, 
was honoured by the presence of the President of the 
Society of Incorporated Accountants and Auditors (Mr. 
Henry Morgan), and proved a most successful gathering. 

Over 160 guests were present, and these included the 
Lord Mayor and Lady Mayoress of Newcastle (Alderman 
and Mrs. David Adams), the Deputy Sheriff (Councillor 
R. J. Thompsen), the Lady Sheriff (Mrs. Temple), the 
Mayor and Mayoress of Sunderland (Alderman and Mrs. 
E. H. Brown), Professor Hallsworth, Mr. Edwards 
(Assistant Parliamentary Secretary of the Society), and 
Mr. Ellis Hunter, F.C.A. 


Mr. Alex. Cameron represented the Sunderland Chamber 
of Commerce, and kindred institutions were represented 
as follows : Mr. T. P. Parmeter, F.C.A., and Mr. Wm. Rose, 
F.C.A., President and Hon. Secretary respectively of the 
Northern Society of Chartered Accountants ; Mr. J. R. 
Coates and Mr. F. C. Dowsland, President and Hon. 
Secretary respectively of the North-East Coast Association 
of Chartered Secretaries; Mr. C. Scott, President of 
the Insurance Institute of Newcastle-on-Tyne ; Mr. T. 
Beevers, President of the Institute of Bankers, Newcastle- 
on-Tyne ; Mr. S. Crouch and Mr. J. C. Dawson repre- 
senting the Incorporated Secretaries Association, Mr. B. 
Peatfield (Clerk to the Income Tax Commissioners, 
Newcastle), Mr. Lacey, Mr. Batey, and Mr. Sawyer 
(Inspector of Taxes). 

Other District Societies of Incorporated Accountants 
were represented as follows : Mr. Jas. A. Hulme, President, 
Manchester ; Mr. Percy Toothill and Mr. J. W. Richardson, 
President and Hon. Secretary respectively, Sheffield ; 
Mr. A. France, President, Yorkshire; Mr. T. Hudson, 
President, Bradford ; Mr. F. Lund and Mr. R. Simpson 
Duthie, President and Hon. Secretary respectively, 
Cumberland and Westmorland ; Mr. G. A. Ridgeway, Hull. 


Councillor W. Mercatr McKenzie, F.S.A.A., of Sunder- 
land, presided, and gave the toast “ The City and County 
of Newcastle-on-Tyne.” ‘“‘ We have many representa- 
tives here,” said the Chairman, “and when there is a 
stranger within our gates we offer him a united front of 
hospitality and welcome.” Councillor McKenzie pursued 
a racey vein, and drew the attention of the visitors to some 
of the features of the North. He said Newcastle had the 
most magnificent Norman Cathedral the country could 
boast, and had a great and historic church at Hartlepool. 
They had old battlefields and a Roman Wall built for a 
specific purpose, in which it failed most signally. 
(Laughter.) There was, further, a wealth of castles and 
other evidences of bygone days, almost beyond number : 
and the centre of this historic and commercial province 
was Newcastle. Newcastle had a busy quayside—he 
wished it were busier. Newcastle cleared 4,144 ships and 
Sunderland 4,228, but that was in 1776. (Laughter.) 
He thought that nowadays the question of tonnage 
had ruled them out of competition altogether. There was 
one thing that had brought together Newcastle, Sunder- 
land , the Hartlepools and Middlesbrough, and that was the 
cloud of temporary adversity under which industries were 
partly hidden. When those clouds came over the North- 
East Coast everyone looked to Newcastle for guidance 


and a lead, and it was never in vain. The North-East 
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Coast Exhibition was a gesture to the world, and one 
worthy of the North-East. 


The Lorp Mayor replied, and said it was a source of 
peculiar pleasure and pride to him as a representative 
of one of the most famous and ancient cities in the country 
to stand there as a guest of the most ancient profession 
on the surface of the globe. He recalled that Newcastle 
had a very close connection with their profession from the 
time of Edward I in 1307, and related how in 1629, during 
the reign of Charles I, the burgesses and commonalty of 
Newcastle complained, or attempted to complain, that 
money collected by municipal officers was converted to 
their own use. At that time the Town’s accounts were 
kept by the Mayor and bailiffs. 


The Deputy Suerirr (Councillor R. J. Thompson) 
warmly endorsed the Lord Mayor’s remarks. 


Mr. ALEXANDER ERON (President of the Sunderland 
Incorporated Chamber of Commerce) proposed *‘ The 
Society of Incorporated Accountants and Auditors.” 
The Society, said Mr. Cameron, represented an element 
of real value and importance in the great commercial 
community of the country, and although the work of the 
accountants and auditors had been so successful, it would 
be much more vitally necessary in the large amalgamations 
and groupings which were taking place, and would be 
accelerated even more in the future. The matter was 
one of great importance to the profession and all asso- 
ciated with it, on whom the public depended. There 
was yet another consideration, and that was the position 
of trust occupied by the accountants and auditors. This 
being so, it was desirable that there be a guarantee of 
real ability to do the duties which fell on them. A high 
system of education and training was demanded of all 
who sought to exercise the Society’s rights. It was 
well known, continued Mr. Cameron, that ever since the 
foundation of the Society in 1885 it had set itself out to 
provide an essential training. Membership was recognised 
as a passport to public confidence. The speaker dwelt 
on the subject of legislation, and said he could see no 
reason why the legal status given to a body by legislation 
should not be given to accountants and auditors, as it 
was given to doctors and lawyers. No doubt the question 
would be settled in time by bringing it to the notice of 
the Government at every opportunity. Mr. Cameron 
referred in felicitous terms to the presence of the President 
of the Society of Incorporated Accountants and Auditors, 
who, he remarked, had come “to strengthen the bonds 
between Newcastle and London.” 


Mr. Henry Morecan said that this was the first time 
he had been in Newcastle, and it gave him great pleasure 
to be present. As President of the Society it fell on him 
from time to time to visit the headquarters of various 
Branches and District Societies, and he had been im- 
pressed by the enthusiasm of the members in the Provinces, 
and the work of furthering the interests not only of the 
Society, but of the accountancy profession. The attend- 
ance at that dinner, and the number of distinguished 
guests present, showed that Newcastle was no exception 
to his generalexperience. He was very glad to see so many 
members of the District Societies present, and it was very 
gratifying to note how they supported each other on the 
oceasions of their more important functions. He was 
also delighted to welcome many members of the Institute 
of Chartered Accountants, because he recognised that the 
co-operation of Chartered and Incorporated Accountants 
was essential to the future welfare and prosperity of the 
accountancy profession. The President referred to the 


recent ruling of the Departmental Committee, and stated 
that in whatever light they might regard the Committee's 


findings, the fact stood out that in the opinion of that 
Committee the Chartered and Incorporated Accountants 
were fully qualified to discharge the onerous duties which 
fell to their lot. The City of Newcastle was famous in 
the history of this country for the part it had played in 
commercial and industrial development. Its principal 
industries had flourished there for generations and brought 
wealth and prosperity. He regretted that he had visited 
the city during a period of depression without parallel 
in the lifetime of any of those present. The depression 
was not confined to industries in which that district was 
especially interested, but it extended to all our important 
and principal industries which held unchallenged 
supremacy for this country during the greater part of 
the nineteenth century. Although it was certain that 
sooner or later there must be a revival, it would be recog- 
nised that our most important industries could never 
again attain the scale of years gone by. With the advent, 
of science and the discovery of new methods of manu- 
facture, new industries were constantly springing up, 
and in this direction we must look to overcome the great 
menace of unemployment. In the speaker's opinion—and 
it was forced upon him by his professional practice—the 
change in manufacturing methods of the present day 
had rendered the volume of output so liable to be affécted 
by the cost of production that it was difficult to establish 
successfully any new industry unless the producer was 
assured of the home market. Home industries were 
deprived of a large part of the home markets, and were 
under a crippling disadvantage as compared with foreign 
competitors, who had their own markets secure against 
our competition, paid lower wages, and had access to our 
home markets. While he wished to avoid subjects of 
political controversy, the contention that a protective 
tariff must raise prices was, in his opinion, a fallacy. 
The President went on to condemn most strongly specula- 
tion in stocks and shares by those interested in the 
management of industry. The practice could not be too 
strongly deprecated, he said, for once that happened, 
the chances of the success of the business became im- 
perilled. In his opinion, it was contributing in no small 
extent to the serious depression of trade in this country. 
The practice was not confined to stocks and shares, but 
it extended to commodities and food. The result was 
that they saw almost daily violent fluctuations in the 
prices of necessities, brought about not by the economic 
law of supply and demand, but by excessive speculation 
on the part of outsiders. The President concluded with 
the statement that he took no pleasure in disclosing such 
sorry facts; but only if they were resolutely tackled 
could one expect any material and lasting improvement 
in trade and employment. 


Councillor W. H. StauKer, Vice-President of the District 
Society, ably proposed “The Guests,” and Mr. T. P. 
Parmeter, F.C.A., President of the Northern Society of 
Chartered Accountants, wittily responded. 


Mr. Percy Tooruitt gave ‘“ The Chairman,” and before 
the close eulogistic reference was made to Mr. J. Telfer, 
who discharged the secretarial duties. 

The programme of musical items was rendered by Mr. 
John Jameson, Miss Grace Scott, Mr. Murray Brooks 
and Mr. Karl Livock. 


Mr. Fred Woolley, J.P., F.S.A.A., a member of the 
Council of the Society of Incorporated Accountants and 
Auditors, has been unanimously elected Sheriff of the 
County Borough of Southampton for the ensuing yeat- 
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Revbiews. 


Newport’s Income Tax Law and Practice. Fourth 
Edition. By Cecil A. Newport and Ronald Staples. 
London : Sweet & Maxwell, Limited, 2 and 3, Chancery 
Lane, W.C.2. (372 pp. Price 10s. 6d. net.) 


This is a very useful text book on Income Tax. The 
book deals with many matters of a special character and 
gives numerous examples showing the operation of the 
recent amendments of the law. The new edition embodies 
the provisions of the Finance Act, 1930, and in producing 
it Mr. Newport has been assisted » bys Ronald Staples, 
who was formerly on the staff of the Inland Revenue. 


Municipal Book-Keeping. Third Edition. By J. IH. 
McCall, F.S.A.A. London: Sir Isaac Pitman and 
Sons, Limited, Parker Street, Kingsway, W.C.2. 
(128 pp. Price 7s. 6d. net.) 

While primarily written for students of Municipal 
Accountancy, this publication embodies much information 
which will be found useful to practising accountants. 
After explaining the financial books of a Local Authority 
and the method of dealing with Stock Issues, Mr. McCall 
sets forth the records necessary in relation to housing, 
small dwellings, education and other matters, and devotes 
a chapter to accountancy problems in which he deals with 
rate estimates, preparation of Balance Sheets and the 
form of the published accounts, while the appendix con- 
tains specimen balance sheets of a Rating Fund, Con- 
solidated Loans Fund and Aggregate Accounts, &c. The 
— of the Rating and Valuation Act, 1925, and the 

Government Act, 1929, has necessitated extensive 
revision in preparing the present edition. 


Railway Accounts. By C. IH. Newton. London: 
Sir Isaac Pitman & Sons, Limited, Parker Street, 
Kingsway, W.C.2. (246 pp. Price 10s. 6d. net.) 

In dealing with Railway Accounts, Mr. Newton, who is 
the Chief Accountant of the London & North Eastern 
Railway, has not attempted to describe the books and 
forms generally employed in recording the transactions 
of Railway Companies, but has confined himself to the 
general principles required to be observed in order to 
comply with the Railway Companies (Accounts and 
Returns) Act, 1911. In doing so the whole field of 
Railway Accounts is covered, including Capital and 
Revenue Expenditure, Depreciation and Renewal Funds, 
the classification of Expenditure on Revenue Account and 
the general principles of audit. Although written 
primarily for students, the book will appeal to a much 
wider circle of readers. 

Depreciation, with Special Reference to Income Tax. 
By J. H. Curry, A.S.A.A. London; Gee & Co, 
(Publishers), Limited, 6, Kirby Street, E.C.1. (84 pp. 
Price 6s. net.) 

This little book embodies some very useful information. 
The subject is approached from two points of view, first 
from that of the business man in deciding the charge to 
be made against profits in respect of Depreciation, and in 
the second place the wear and tear allowances obtainable 
for Income Tax purposes. Amongst other points touched 
on in relation to Income Tax allowances are idle 

t, mode of making claims, and time limits relating 
thereto. Separate chapters are devoted to renewals and 
obsolescence, while the concluding chapter discusses the 

provisions relating to farmers, loss claims under sect. 34, 

and hire purchase contracts. The value of the book is 

enhanced by the working out of numerous examples. 


Snelling’s Practical Income Tax. Tenth Edition. 
By C. H. Chivers. London: Sir Isaac Pitman and 
Sons, Limited, Parker Street, Kingsway, W.C.2. 
(176 pp. Price 3s. 6d. net.) 

The matter contained in this book is highly condensed 
but, as hitherto, always clear and definite, and the 


illustrations and examples are particularly useful. In 
relation to the question of depreciation, a detailed schedule 
of the agreed normal rates of depreciation allowed on 
various classes of plant and machinery is included. The 
effect of the numerous amendments in the law by the 
Finance Acts of 1926 to 1930 are incorporated. 


Practical Book-K and Commercial Knowledge. 
Fifth Edition. By . E. Spicer, F.C.A., and E. C. 
Pegler, F.C.A. : H. F. L. (Publishers), 
Limited, 17, Ironmonger Lane, E.C.2. (842 pp. 
Price 7s. 6d. net.) ‘ 

As a result of the passing of the Companies Act, 1929, 
the whole of the text has been revised in the edition 
now issued. The book is one intended for the use of 
beginners and is admirably suited to meet their require- 
ments. 


Commercial Goodwill, Its History, 
Treatment in Accounts. Second Edition. By 
P. D. Leake, F.C.A. London: Sir Isaac Pitman 
and Sons, Limited, Parker Street, Kingsway, W.C.2. 
(272 pp. Price 15s. net.) 

The subject of goodwill is one in which the author has 
taken a particular interest for many years, and in the 
book now published he deals with the subject in all its 
aspects, including the value of Goodwill in regard to 
public companies and private undertakings, its character 
and incidence, and the method of treating it in the 
accounts and in company prospectuses. In the concludi 
chapter, he gives a useful explanation of the grounds an 
method of preparing claims by lease-holders under the 
Landlord and Tenant Act, 1927, for the purpose of 
obtaining compensation on the termination of a lease. 
There are several appendixes, in which are given tables 
for computing the value of Goodwill, the text of the 
Trade Marks Act, 1905, the Patents Acts, 1907 and 1919, 
and the Copyright Act of 1911. 


Principles of Banking, 
Exchange. By : 5 : 
Isaac Pitman & Sons, Limited, Parker Street, Kings- 
way, W.C.2. (174 pp. Price 5s. net.) 

Accountant students will find this book serviceable in 
connection with questions on Banking accounts. Amongst 
the matters explained are Currency Legislation, the 
Clearing System, the London Money Market and Bank 
Balance Sheets, while several chapters are devoted to the 


subject of Foreign Exchange. 


Summary of Company Law. By W. de Creux Hutchinson, 
Barrister-at-Law. London: Effingham Wilson, 16, 
Copthall Avenue, E.C.2. (102 pp. Price 4s. net.) 

This is a precis of the Companies Act, 1929, for the use 
of examination candidates at the end of their course of 
study and before entering the examination room. It 
takes the form of revision notes giving the main points 
in the briefest possible form, arranged in convenient order 
for easy reference. The liability of directors, the winding 
up of companies and the bc seme relating to the 

rospectus as amended by new Act are treated a 
ittle more fully. 


Amalgamation Schemes. Second Edition. By A. E. 
Cutforth, F.C.A. London: Gee & Co. (Publishers), 
Limited, 6, Kirby Street, E.C.1. (52 pp. Price 
3s. 6d. net.) 

This small book is the reproduction with alterations 
and amendments of a lecture given by the author some 
time ago. The various kinds of tion schemes 
are explained and their ive advan and dis- 
advantages discussed. The k will be found useful to 
anyone who has to consider the best methods of merging a 
number of businesses under a single ownership. 
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oo In ora with a pth engese special points of House, The Avenue, Eastbourne. 
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Society of Incorporated Accountants Hi, Atpert Henry, Clerk to R. G. Storey, Oxford 


: Chambers, 12, St. Stephen’s Street, Bristol. 
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The Assessment of Gas Undertakings for Imperial 
and Local Taxation. By H. T. Seymour, A.C.1.S. 
London: Walter King, Limited, 11, Bolt Court, 
Fleet Street, E.C.4. (216 pp.) 
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BaRDELL, Artour Percy, 27, Frederick Street, Birming- 
ham, Practising Accountant. 

Baskett, Witu1amM Rosert (H. H. Bobart & Co.), 
Gresham College, Basinghall Street, London, E.C.2, 
Practising Accountant. 

Bennett, Cepric Haro.ip, High Holborn House, High 
Holborn, London, W.C.1, Practising Accountant. 

Best, CHaries Victor (Lawrence, Hann & Best), Cross 
Keys House, 56, Moorgate, London, E.C.2, Practising 
Accountant. 

Brew ey, Artuur, City Treasurer, Town Hall, Salford. 


Cooke, Francis Lawrence (Slater, Chapman & Co.), 
Viaduct Chambers, 38, Holborn Viaduct, London, 
E.C.1, Practising Accountant. 

Cressey, SypNEy, Borough Treasurer of Ealing, Town 
Hall, Ealing, W.5. 

Durate, Rosert Simpson, C.A. (R. Sim 
Co.), 9, Devonshire Street, i 
Practising Accountant. 

Go.tprHorPe, Cyrit. Hotmes (Thomas Coombs & Son), 
Oxford Chambers, Victoria Square, Leeds, Practising 
Accountant. 

Goopurr, FRANK THoroGoop, 5A, Castle Square, 
Brighton, Practising Accountant. 


Duthie and 
, Cumberland, 


Practising Accountant. 

Hose, Matcotm Epwarp, Clerk to L. Casson & Co., 

Bank of England Chambers, Tib Lane, Cross Street, 

Manchester. 

MARTINDALE, Joun, Clerk to Joseph Binns, Exchange 

. Buildings, Mirfield. 

Ow Les, FREDERICK GEorGE BEAUMONT, Clerk to Oldham, 

Holland & Co., 17, Coleman Street, London, E.C.2. 

Parkin, Ratpu Eric Joun, Clerk to A. S. & A. E. Ever- 

shed, 51, High Street, Guildford. 

Potoway, Morris, Clerk to Friend, Ellis & Co., 4, 

Chepstow Road, Newport (Mon). 

Row.anp, Eric Harvey Cearns, Clerk to W. D. Goatly 
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Mr. Harry Cunningham, Incorporated Accountant, 
Sheffield, has been elected a member of the City Council 
for the Heeley Ward by a substantial majority over his 
Socialist opponent, whose seat he captured. It is 
interesting to note that Mr. Cunningham, who is only 
30 years of age, is the youngest member of the Sheffield 
Corporation, and is the only representative of the 


accountancy profession now serving on that body. 
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The Stock Exchange. 


ALecrore delivered before the Incorporated Accountants’ 
Students’ Society of London by 
MR. PHILIP VOS, M.A., 
BaRRISTER-AT-LAW. 

The chair was occupied by Mr. J. C. Rea Price, 
City Editor of the News-Chronicle and the Star. 

Mr. Vos said : If any of you should be so foolish as to 
try and find the law of this country as it applies to Stock 
Exchange affairs you will not find it in any particular 
Act of Parliament. You will have to search through 
hundreds of volumes of what we call our Case Law, the 
decisions of the Judges in the Courts of First Instance, the 

Court and the House of Lords, in cases that are 
brought before them for decision. The English law treats 
Stock Exchange transactions as it would treat any other 
commercial transactions brought before the tribunals 
for consideration. If you enter into a contract with a 
broker, or if a broker enters into a contract with a jobber, 
that is a commercial transaction which must be dealt 
with by the Courts as part of the ordinary law of the 
land as it appertains to commercial transactions. But 
when, in the course of years, a number of transactions 
of more or less similar kind come before the Courts, we 
get a body of law growing up to which we can point and 
say that is Stock Exchange law ; in fact, it is merely part 
of the ordinary law of the land as it has been applied to 
cases in which Stock Exchange affairs have been brought 
under the tribunal's notice. 

The next thing I want to say is this: that you would 
find, in searching through those cases, that our Courts 
do not look upon the Stock Exchange as essentially, or 
primarily, a gambling institution. On the contrary, the 
law, as nearly always happens in this country, has brought 
itself into line with the realities of commercial affairs, and 
the Stock Exchange is treated by our Judges as an integral 
part of the economic structure of this country. 

It is not my purpose this evening to enlarge on what are 
the legitimate purposes of Stock Exchanges, or to go into 
the question of the economic abuses which can and often 
do oceur. It will be sufficient for my present purpose 
if I say nothing more than this: that the law recognises 
that, in so far as the Stock Exchanges—and the same 
applies to the speculative exchanges, i.¢c., produce ex- 
changes or metal exchanges—in so far as those institutions 
fulfil their legitimate functions, they are contributing 
something vital to the economic welfare of the country. 
Without them we could not carry on, even for 48 hours, 
the business affairs of a modern community on the lines 
which are requisite for large scale production and large 
seale distribution of goods. I cannot say more than that 
now, because I am not lecturing to you on the economics 
of Stock Exchanges or produce exchanges. On the other 
hand, as I hope to show you in the course of my lecture, 
the law has not been blind to the fact that the institution, 
however valuable in itself when fulfilling its proper func- 
tions, may be used by unscrupulous people for illegitimate 
ends, and that, as a result, transactions may arise which 
are not for the benefit of the community and which 
are mere gambling transactions. : 

Before I turn to certain aspects of the law itself it is 
worth considering for a moment how the Stock Exchange 
tame into existence in this country. 

History or Stock ExcHanceE. 
During the 17th century England experienced a marked 
in prosperity and material wealth. Foreign 
trade had already assumed important proportions, and 
for the conduct of foreign trade two distinct kinds of 


association had developed—the regulated company, of 
which, perhaps, the most famous was that of the Merchant 
Adventurers, the Muscovy and the Levant, and the Joint 
Stock Company, of which the East Indian, the African, 
and the Hudson Bay were the most important. The 
regulated company was simply a group of merchants 
trading, each at his own risk, in a well defined foreign 
sphere—the Levant in one case and the Baltic in another— 
each trading at his own risk, but under a governing body 
which laid down rules and regulations for the discipline of 
its members and carried on negotiations on their behalf 
for concessions and privileges from the Government of 
the territory in which they were trading. The joint stock 
company was, like the joint stock company of our own 
time, a much more compact and closely woven affair, 
which traded with capital supplied by its members, and 
owning and controlling property on their behalf. 
THe Bank OF ENGLAND. 

By the end of the 17th century there were in the prin- 
cipal ports of the country large numbers of individuals 
who had accumulated big fortunes in foreign trade and 
held big interests in the different trading companies. But 
there were very few ways of investing the wealth which 
they had thus made, unless they were prepared to secure 
it on land, or on mortgage, or to lend it to a neighbour 
on a personal bond. In these circumstances the Bank 
of England came into existence in 1694, and, as all of you 
probably know, it was formed for the purpose of lending 
£1,200,000 to the Government of the day. Against that 
loan it was given the privilege of issuing notes to the 
general public for a like amount. The Bank was an 
immediate success, not only from the point of view of 
the Government, who got what they wanted, but also 
from that of the trading community, for whom it began 
to discount trade bills, from whom it began to receive 
deposits, and to whom it began to lend money on security. 
The formation of the Bank of England resulted in a large 
extension of credit facilities to persons who were engaged 
in trade, and it encouraged the extension of the principle 
of joint stock trading in foreign countries. From the 
very beginning foreigners were permitted to buy and sell 
the Government Stocks, and before very long they began 
to interest themselves not only in the Government Stocks, 
but in the stocks of the leading companies which existed 
in this country. The Dutch were the most prominent in 
that particular field. The person that we now know as 
the “ jobber” very early emerged. The jobber had to 
keep a watchful eye on the values of the different stocks, 
and always to be in a position to buy or sell when a profit- 
able opportunity offered itself. He was looked upon 
with grave suspicion. Doctor Johnson defined him in his 
Dictionary as “a low wretch who makes money by 
buying and selling shares in the funds.” The broker 
came into existence in this way: The foreigner who 
wanted to invest in England found it was desirable to 
have an agent in London who could act for him promptly, 
and who would be prepared to advance moneys on his 
behalf and to receive moneys in payment for him. It 
became customary, therefore, for a broker to deal with 
another broker without naming who his principal was, 
and from that it was an easy stage to the buying and selling 
of stock when the person who sells has no stock in his 

and the person who buys has no money at the 
time to pay for his purchase. That was the reason why 
they called the former a “bear.” He sold the bear's 
skin while the animal was still prancing in the forest. 
The other fellow was called the “ bull” merely to dis- 
tinguish him from the bear. ; 
Earty Booms. 

You will not be very surprised to hear that, soon after 

the establishment of the Bank of England and the quick 
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growth of investment facilities, the country experienced 
an investment mania not at all dissimilar from that (at 
any rate in its unpleasant aspects) which we have ex- 
perienced in our own day. Businesses were sold to 
promoters, who over-capitalised them. The crudest of 
frauds were readily financed by a public newly endowed 
with credit facilities and surplus wealth, and little know- 
ledge of how to handle them. 

A contemporary author thus described the investment 
boom of 1695: “* The projectors pretend a mighty vein 
of gold, silver or copper to have been discovered in a 
piece of ground of their knowledge ; then they agree 
with the lord or patentee for a small yearly rent, or 
a part reserved to him, to grant them a lease for 21 years 
to dig that ground ; which they immediately fall to do 
and give out that it is a very rich mine. Next they settle 
a company, divide it usually into 400 shares, and pretend 
to carry on the work for the benefit of the proprietors ; 
who at the beginning purchase shares at a low rate, ten 
or twenty shillings each. Then, all on a sudden, they 
run up the shares to three pounds, five pounds, ten 
pounds, and fifteen pounds per share ’—not quite un- 
familiar to those of us whose memory can go back just 
a few years. 

Change Alley was the place in the City where the 
brokers and jobbers of the day congregated to transact 
their business, and Change Alley very soon acquired an 
unsavoury reputation. Let me read to you a verse from 
the popular ballads of those times : 

“Then stars and garters did appear, 

Among the meaner rabble, 

To buy and sell, to see and hear, 
The Jews and Gentiles squabble ; 

The greatest ladies thither came 
And plied in chariots daily, 

Or pawned their jewels for a sum 
To venture in the Alley.” 

The mania affected all classes. 

Repeated outbursts of speculative activity produced 
an inevitable Act of Parliament which was intended to 
cure the evil. It was an Act of 1734 “to prevent the 
infamous practice of stock jobbing.” Needless to say, 
the Act failed in its object, and for this reason, that, 
notwithstanding the rogues that frequented Change Alley 
and Lombard Street, and despite their sharp practices, 
the buying and selling of securities had already become an 
essential part of the industrial and commercial life of 
the City, and even in 1734 the more serious elements in 
the City of London had come to learn that they could not 
hope to see the trade and commerce of this country expand 
without such mechanism for investment and for the 
purchase and sale of securities as was being provided for 
them by the jobbers and brokers of Change Alley. 

To-day the Stock Exchanges of the country are organisa- 
tions of dealers in public and private securities, and their 
special task is to keep themselves informed of every fact 
which may affect the value of the securities in which they 
deal. They place their expert knowledge, for what it is 
worth, at the disposal of their clients. Gambling is no part 
of the legitimate business of either the broker or the jobber ; 
the jobber buys and sells for his own account, the broker 
acts merely as an agent executing orders entrusted to him 
by lay clients. It is the broker’s function to seek out a 
jobber who deals in the particular shares which the lay 
client desires to buy or sell, and to make a contract with 
the jobber on behalf of the client at the best possible price. 

THe ConrTrRact. 
That brings us to the nature of the contract which 


number of specified shares at a given price. The broker 
in accepting the order from the client, does not in lay 
in any sense warrant that he will execute it in any event 
that may happen, but only this, that he will use due and 
reasonable diligence in endeavouring to do so. If he fails 
to carry out the client’s order because there is no market 
in the securities, he incurs no liability ; in fact, in 

that order he is merely subjected to the ordinary rules of 
English law which govern the relationship of principal 
and agent. He must adhere strictly to the position of 
agent ; he must act diligently for his principal ; he must 
act solely in the interest of his principal ; he must make 
an enforceable bargain for his principal ; he must deal 
according to the rules and customs of the Stock Exchange, 
and he must render full and proper accounts to his principal 
when required so to do. 

I must say one or two words about these legal duties of 
the broker. He is employed by his client to bring that 
client into contractual relationship with a third person— 
namely, a jobber—who is prepared to buy from the 
client, or sell to the client, certain securities. The broker 
fails in his duty unless he obtains a contract which his 
client can enforce, if necessary, in the Courts of Law; and 
in order to do that he must hand to his client a contraet 
which is identical in every detail with that which he has 
made with the jobber. ; 

There is a very well known case, Robinson y. Molleti 
(Law Reports, 7 House of Lords, 802), which decided 
that a broker does not fulfil his duty towards his client if, 
instead of buying the securities which he is instructed to 
buy, he appropriates to the client part of a larger block 
of securities which he himself possesses ; and the reason 
given for that decision is that the broker has failed to 
provide his client with a contract on which that client 
could sue a third party, and has failed to establish the 
necessary privity of contract between his client and 
another person. He is only the agent. He must give 
to the client a contract enforceable in law against some- 
body else ; therefore it is no use his merely handing over 
a parcel of securities which he himself happens to have 
in his desk, because on such a transaction the client 
would not have the remedy against an independent third 


party. 
Tue Rutes or tHe Stock EXCHANGE. 

The client who places an order with a member of the 
Stock Exchange thereby authorises the member to deal 
according to the rules and customs of the Stock Exchange. 
In the case of Chapman v. Sheppard (2, Common Pleas) 
this rule was stated by Mr. Justice Willes as follows: 
“ It is familiar law that a principal who employs an agent 
to purchase goods for him in a particular market is to be 
taken to be cognisant of and is bound by the rules which 
regulate dealings therein, and the agent is entitled to be 
indemnified by his principal for all he does in accordance 
with its rules.” The Privy Council laid down, in the case 
of Forget v. Baxter, that “‘ where one employs a broker to 
do business on a Stock Exchange, he should, in the absenee, 
of anything to show the contrary, be taken to have 
employed the broker on the terms of the Stock Exchange. 
This last rule is of great importance in all Stock 
Exchange transactions, because members of the Stock 
Exchange are subject to a very comprehensive body of 
rules which have been adopted from time to time by the 
Stock Exchange Committee. 

Now, pausing there for a moment—a good deal of 
misapprehension has arisen in the minds of Stock Exchange 
members themselves—as well as, if I may say so, dis 
tinguished members of the financial Press—as to the 
legal effect of these rules, and I think I cannot do better 
than illustrate the misapprehension by a reference @ 


emerges each time a purchase or sale of shares is effected. 
The client gives his broker instructions to buy or sell a 
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called the Hatry crisis. In connection with that crisis 
the Stock Exchange Committee, on a given day, suspended 
dealings in certain shares ; that is to say, by a rule of the 
Committee members were forbidden to have any dealings 
at all in those particular shares until such time as the 
Stock Exchange Committee should permit dealings to 
be resumed. The Stock Exchange Committee is entitled 
to suspend dealings under its rules, and accordingly 
dealings were suspended. Some months later the Stock 
Exchange Committee authorised the resumption of 
dealings and accordingly dealings were resumed. 

This sort of position thereupon arose. Smith rang up 
his broker early in September and said : ** Buy me 1,000 
Retail Trade Securities’’—one of the companies in 
which dealings were subsequently suspended. The broker 
took the order and went to a jobber and placed an order 
with him. The next day dealings in those securities were 
suspended. Months Jater, when dealings were resumed 
the broker tendered to Smith 1,000 Retail Trade Securities. 
He said : “* Here are the securities which you instructed me 
to purchase at such and such a price in September.” 
“Yes,” said Smith, * that is perfectly true ; I instructed 
you to buy them in September for delivery to me at the 
end-September account ; you are handing them to me in 
March *—or whatever the date was when dealings were 
resumed. “I am very sorry,” said the broker, “ but I 
could not hand them to you before, because dealings were 
suspended meanwhile by the rules of the House, and when 
Ientered into a bargain as your agent I entered into that 
bargain subject to the rules of the House.” 

My own view, as a lawyer who has had to give his mind 
to some extent to Stock Exchange problems, is that 
Smith need not have taken those securities at all. He 
could have said : “* Oh, no, the rules of the Stock Exchange 
Committee cannot empower the Committee to alter the 
terms of a written contract. If they have such a rule 
it is worthless, it is ultra vires, it is beyond their power. 
There is nothing in their rules which can entitle them 
to vary the terms of a written contract. My contract 
with you was that you should purchase for me 1,000 
Retail Trade Securities for the end-September account ; 
you are not giving me what I asked you to buy at all; 
you are giving me Retail Trade Securities shares in March, 
and a great deal of water has flowed under the bridges 
between September and March, and the shares which you 
tendered to me in March are not the same things at all 
as the shares which you should have tendered to me in 
September. At any rate there is our written contract 
and you must deliver to me in accordance therewith.” 


Now, in my opinion, there is no doubt at all that that 
isthe law. I do not know whether I shall have time this 
evening—I doubt it—to read to you two very important 
judgments which bear vitally upon this particular point. 
If you care to spend five minutes by yourselves this evening 
in thinking out the consequences which might have 
followed if the public had known their legal rights in 
March of last year, you will find that a very extraordinary 
situation would have arisen. 


It is important to bear in mind that the Stock Exchange 
Committee is, like every other Committee, subject to the 
ordinary law of the land. It cannot take unto itself 
powers which will be ultra vires—which would bring it 
into conflict with the law of the land. It can make rules 
and regulations which are binding on its members, and 

ing on the public who deal through its members, 
Provided those rules and regulations do not bring it into 
conflict with the law. _It can, therefore, do nothing which 
entitles the person who has got to deliver shares in March 


Exchange Committee prevented me from delivering them 
to you at the time that-I should have delivered them.” 
So much for that. 

The jobber—the person from whom the broker purchases 
the shares that the lay client wants, or to whom the 
broker sells the shares that the lay client wants to sell— 
does not look to the client for the fulfilment of the con- 
tract. He looks to the broker to discharge all the obliga- 
tions, and the broker is personally liable to the jobber, 
because under the rules of the Stock Exchange the lay 
client does not exist—he is not in the picture at all. It 
is only in the event—which is fortunately very rare—of 
the broker defaulting that the jobber can look direct 
to the client. The contract between broker and jobber 
is subject to the implied condition that, if it be not fulfilled 
in strict accordance with the rules and regulations of the 
Stock Exchange, the party not in default can effect his 
remedy forthwith. He can buy in, or sell out, against 
the defaulting party right away and claim the difference 
against the defaulter, and there are very clear and very 
sensible rules for the setting up of machinery to enable 
him so to do. 

SPECULATIVE TRANSACTIONS. 

Now, when I prefaced my remarks about the legitimate 
functions of the Stock Exchange and the vital purpose 
that that institution serves in our industrial structure, 
I did not mean you to think for a moment that I was 
blind, even with one eye, to the fact that a very large 
number of the dealings of the Stock Exchange are of a 
speculative nature ; that people buy and sell shares for 
a future date in the hope of making a profit by the rise 
or fall in price and with little or no intention of paying 
for the securities or delivering them. They intend, if 
they are buyers, to re-sell before the time for delivery 
comes, or, if they are sellers of shares, to buy in those 
shares before the time for delivering the shares arrives, 
and to buy in at a price lower than that at which they have 
sold. Those dealings are perfectly legitimate. They are 
not gaming and wagering contracts which are voidable 
in law, because there is, in fact, always an obligation on 
the part of the seller to make delivery of the shares and on 
the part of the buyer to accept delivery. Whatever his 
real intention may be, there is, in fact, on the contract 
which he makes, an obligation to deliver shares or an 
obligation to take possession of shares. Therefore, since 
that legal obligation exists as part of the contract, it is 
not a gaming and wagering contract which could be set 
aside at law. 

GAMING AND WAGERING CONTRACTS. 

The features of a gaming and wagering contract im 
English law are these : First, there is no intention on the 
part of either party to deliver or to take delivery of the 
commodity ; secondly, there is no obligation on either 
party to do so; and thirdly, one party is to win and the 
other to lose upon some future event. Those are the 
essentials of a gaming and wagering contract in English 
law. What A wins B loses ; the event which is to deter- 
mine whether A wins and B loses is entirely in the future ; 
and there is no intention on the part of either party to 
make delivery, or accept delivery, of anything except 
cash and no obligation on them so to do. 

It is almost impossible under Stock Exchange rules 
to make such a contract, because by the rules of the House 
all bargains between members are for completion on a 
specified date, and that necessarily involves an obligation 
to deliver securities or to take the delivery of securities. 

The position in law is well illustrated by the well known 
ease of Thacker v. Hardy (4 Q.B., 685). That was an 
action brought by a broker against his client for indemnity 
and commission, in circumstances which are clearly set 


to say in September “ I am going to deliver them now to 
you and you are bound to take them because the Stock 


out in the headnote to the case, which, I think, is well 
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worth reading. You, as accountants, will often come up 
against this thing—the difference between a gaming and 
wagering contract and a perfectly legitimate transaction. 


The plaintiff, a broker, was employed by the defendant 
to speculate for him upon the Stock Exchange. To the 
knowledge of the plaintiff the defendant did not intend to 
accept the stock bought for him, or to deliver the stock 
sold for him, but expected that the plaintiff would so 
arrange matters that nothing but differences should be 
payable by him ; the plaintiff knew that, unless he could 
arrange matters for the defendant as the latter expected, 
the defendant would be unable to meet the engagements 
which the plaintiff might enter into for him. The plaintiff 
accordingly entered into contracts on behalf of the 
defendant, upon which the plaintiff became personally 
liable, and he due the defendant for indemnity against 
the liability incurred by him and for commission as 
broker :— 

Held, that the plaintiff was entitled to recover ; for the 
employment of the plaintiff by the defendant was not 
against public policy, and was not illegal at common law, 
and, further, was not in the nature of a gaming and 
wagering contract against the provisions of 8 and 9 Vict., 
c. 109, sect. 18. 

Nearly all the cases which have come into the Courts 
and which have been held by the Courts to be gaming 
and wagering, have been cases between members of the 
public and outside brokers—generally known as “* bucket 
shops *’—because they do not, and do not pretend to give 
you a contract subject to the rules of the Stock Exchange. 
There was a more recent case, which may be of some 
interest to you—that of Weddle Beck & Co. v. Hackett 
(1929, 1 K.B., 321). 

INGENUITY AND THE Law. 

I need hardly assure you that, notwithstanding the 
decisions of His Majesty’s Judges, a good deal of ingenuity 
has been expended in trying to devise a contract which 
would enable a dealer to make what is in effect a mere 
bet on the price of shares without being deprived of the 
protection of the Courts if the necessity should arise to 
sue on such a contract. For a time this ingenuity suc- 
ceeded, and a form of contract was used which purported 
to be for ordinary sales and purchases, to bind both parties 
to deliver or to take delivery if called upon to do so. 
But only for a time, for, in the case of Universal Stock 
Exchange v. Strachan (1896, A.C., 166), Mr. Justice Cave 
put the following question to the jury: “ Notwith 
standing these ostensible terms of business, was there a 
secret understanding that the stock would never be called 
for or delivered, and that differences only should be 
dealt with?’ The jury answered in the affirmative. 
“Yes,” they said, “‘ notwithstanding the form of contract, 
the real intention and purpose was not to take delivery, 

_but merely to bet on the price and pay the difference.” 
“Very well,” said the Judge, “on that finding of the 
jury the contract is void and the broker—the bucket 
shop—cannot come into these Courts and sue the client 
on that contract.” The case was taken to the House of 
Lords via the Court of Appeal, and that decision was 
upheld. 

RIGGING THE MARKET. ~ 

Considerations of speculative transactions, gaming 
and wagering bring us to the familiar and more dangerous 
practice known as “ rigging” the market, by which is 
meant the carrying out of transactions the object of 
which is to induce the public to buy shares in the mistaken 
belief that there is an active demand for them. An 
obvious way of rigging the market is to instruct a number 
of brokers to sell a share at a given price, and a number of 


—= ———— is 
price. In this way, at the cost of paying merely a number 
of brokers’ commissions, a fictitious appearance of active 
dealings in the particular share is created. That was the 
method adopted in connection with the Hatry concerns, 
If at the same time that this rigging is going on, a false 
report can be circulated, or a few vague remarks get 
on foot giving the impression that * those in the know” 
are endeavouring to acquire all the shares upon which 
they can lay their hands, the rigging is likely to be very 
successfully accomplished. Having once forced up the 
price of the shares in this way, the wily speculator seizes 
the first opportunity of unloading his shares, of which he 
shas long been anxious to rid himself, upon the market, 
and having done that, he will in all probability become a 
“ bear” of the shares, which he does not possess at all, 
in the hope that when the bubble bursts and prices ar 
again normal, he can purchase the shares necessary to 
make good his sales at a handsome profit and deliver 
what he has bought. 

Let us make this quite clear. Any person who is induced 
to enter into a contract to buy or sell shares as a result of 
such rigging of the market has his remedy in law. A 
contract obtained in those circumstances cannot be 
enforced against him. On the contrary, he has a perfectly 
good action in damages for deceit, and I have no doubt 
that if it could be proved that a person obtained money 
by such operations, that person could be indicted for 
obtaining money by false pretences. Further than that, 
if a number of persons get together in order to rig the 
market, they can be convicted of criminal conspiracy, 
for their object is quite clearly to defraud the public. 

The most interesting case L know of on this question is 
Scott v. Brown (1892, 2 Q.B., 724). The facts are very 
clearly stated in the head note to that case. Lord Justice 
Lopes laid down very concisely and unambiguously the 
legal principles involved. 

MAKING A MARKET. 

Having said that about rigging, I must point out that it 
must be distinguished from the legitimate making of a 
market. That is to say, from the intentional and deliberate 
advancing of the price of a security without any fraud or 
false representation. There is nothing illega! in artificially 
restricting the supply of shares available in a market by 
forming a “ pool” amongst persons who hold the shares, 
and making an agreement not to sell the shares below 4 
certain price. Nor is there anything illegal in forming a 
“ pool” with the object of buying all shares that may be 
offered on the market below a certain price. There is 
nothing illegal in A agreeing with B to take off B’s hands 
all the shares, or some proportion of the shares, which B 
may buy in order to support the market and prevent 4 
fall in the value of those shares. Anybody in England 
may sell or purchase property at any price he likes, 
always provided that he does not use any fraudulent 
means in.connection with his dealings. 

What happened in connection with what are known as 
the Hatry frauds was, undoubtedly, such a rigging of the 
market with intent deliberately to deceive and defraud, 
which brought the conspirators within the range of the 
Criminal Law. But apart from that illegal and wrongful 
rigging, there are pooling arrangements and other devices 
for enhancing the value of shares, or preventing a fall in 
the value of shares, against which nothing can be said in 
law, whatever may be one’s ethical views. I imagine 
I am not far wrong when I say that one’s ethical views 
in these matters would coincide more or less with one’s 
economic views. I hope I have not bothered you in aly 
way with what is a very technical subject. I have 
tried to make it as simple as possible, and I hope I have 


other brokers to buy the same share at about the same 


not altogether failed. 
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Discussion. 

The Cuarmmman: Mr. Vos has given us an admirable 
more ways than one ; he has dealt with a tech- 
ject in a manner that is understandable by the 
He has spoken of the Stock Exchange and has 
history, its technique and its problems, and 
his lecture topical. He has referred to the 
In the presence of so distinguished a legal 
one hesitates to discuss any of the legal issues 

may I use this analogy? In the- newspaper 
there is a very convenient and saft ing phrase 
ffect that “‘ the Editor’s decision is final.” In 
bargain, one buys or sells 
the rules of the Stock Exchange, that being 
acondition of the contract. The suggestion that a broker, 
in ing that he could not complete the bargain because 
the Stock Exchange had suspended dealings, was — 
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was a recognised custom within the Stock Exchange, 
even if it did not come within the ordinary law of contract. 
Anyhow, apart from the legal issues involved, I would 
suggest, on ethical grounds and on grounds of expediency, 
that with all its unfairness, the settlement that the Stock 
Exchange did arrive at in the Hatry case was, for the time 
being, a good way out of an incredibly bad mess. It 
may, however, be bad law. Although for the moment 
we may be in a better position than if the law had been 
to its logical end, one sincerely hopes that the 
settlement will never be cited as a precedent. 

It is conceivable that similar abuses might be revealed in a 
future speculative mania—say in mining shares—and, 


personally, I believe that the Stock Exchange rather | Eng 


saved its skin over the Hatry settlement at the expense 
of the private investor. One hopes that there will not 
be the danger, in the event of any repetition of that sort 
of thing in years to come, that the Hatry settlement will 
be quoted by the Stock Exchange Committee as a pre- 
cedent. The question arises as to how far the Stock 
Exchange is master in its own house. Personally, I think 
the Stock Exchange is inclined to go too far if, where 
abuses are suspected, it issues an edict that dealings in a 
oo share are to be suspended. Ifa man paid 25s. 

a share and it was only worth 14d., I do not think the 
Stock Exchange would have any right to say to him: 
“No, you are not even going to get your 1}d.” Let the 
Stock Exchange and the law officers form a City depart- 
ment of Scotland Yard to restrict these abuses, but do 
not let the Stock Exchange deny to the investor the 
gerd of a market. May I refer to one other point ? 

broker is, in law, an agent acting with reasonable 
diligence between a member of the public and some 
third party ; it would be interesting to know what in law 
is the interpretation of “‘ reasonable diligence.” In so 
far as the broker has instructions to buy a lot of shares for 
an institution which he suspects of rigging the market, 
is the Stock Exchange enabled by law to prevent that 
dealing, or should not the Stock Exchange require of the 
broker, if rigging is suspected, first of all to report the 
Proposed transaction to the Stock Exchange Committee ? 


Mr. J. G. Hucerns, Incorporated Accountant : In the 
ase of a bucket shop keeper, although he makes out a 
contract in which he says that delivery must be made, 
Would he be precluded from enforcing his dealings at law 
if such dealings were held to have a gaming element 
underlying them? If so, it seems to me that much the 
same thing applies to Stock Exchange transactions, 
notwithstanding the fact that they have their internal 

tions. I have been wondering, by the way, why a 


t shop” is so caliled. 

ioe van? seally do not_know, hut. I imagine it is 
wise man ts everything that enamates 

from it into the bucket. 


received by a broker should be returned. In these days, 
when solicitors, accountants and others share com- 
missions with brokers, it is rather important that we 
should know exactly what that means. 


Mr. Vos : The Committee of the Stock Exchange recog- 
nise certain persons with whom brokers are entitled to 
share their commission—bankers, solicitors and others. 
It does not ise by its rules the right of a broker to 
share his commission with anybody, and I know of no 
case where the matter has been tested in the Courts. I 
can conceive, however, of no reason why you should not 
be entitled to enforce against a broker a bargain you have 
made with him to share his commission with you, provided 
you are not the lay client, but merely the introducing 
party. With regard to the Chairman’s remarks, I can 
assure you there is all the difference in the world between 
an editor and the Stock Exchange Committee. The 
editor’s decision may be final—I am not going to say 
anything about that at this t I can assure the 
Chairman that the Stock Exchange Committee is -not 
master in its own house if by that phrase it is understood 
that the Stock Exchange Committee can do what it likes 
with regard to the carrying out of contracts. If there 
is any doubt in anybody’s mind with regard to that, they 
should refer to the case of Barnard v. Foster which came 
before the Court in 1915. The facts there were these : 
In July, 1914, the plaintiff, a City broker, bought from a 
jobber certain shares on the instructions of the defendant. 
The plaintiff paid the jobber for the shares, but the defen- 
dant decli to take delivery and pay for them when, 
in November, 1914, after dealings had been suspended, 
they were finally tendered to him. It was held by the 
Court that the defendant was perfectly entitled to refuse, 
and the learned Judge (now the rd Chancellor of 
land) said that if the plaintiffs’ contention was right, 
that the Stock Exchange Committee was master in its 
own house, and that the Committee were entitled to alter 
this vital term—that being the term of the contract 
whereby an undertaking was given to deliver on a given 
date—the Committee were also entitled to insist on 
completion at a date earlier than that agreed by the 
parties. ‘* If the Committee have the power to postpone 
they must also have the power to put forward, and between 
altering the vital term of the date and the vital term of 
the price I can see no difference.”” A Stock Exc 
security offered to you in November might be worth only 
half what it was in September. Altering the date is 
exactly the same as altering the contract with regard to 
the price. Although the members of the Stock Exchange 
Committee, therefore, may still go on thinking that they 
are masters in their own house, they will find, if the matter 
is decided in the Courts, that they are no more masters 
in their own house than the average husband is in his. 
One question put to me by our Chairman was, what is 
reasonable diligence ? The only answer I can give is this. 
Reasonable diligence is such care as an ordinarily prudent 
man would take when he is concerned with his own pro- 
perty and affairs. Provided in a Court of Law he can 
stand that test, he is using reasonable diligence. 

The CuHarrMan: He might still be a party to rigging the 
market. 

Mr. Vos: No, he cannot be, except on the instructions 
of his client. 

The Cuarrman: Is not that what Mr. Justice Cave 
said in a particular case ? 

Mr. Vos : Mr. Justice Cave put it to the test. In a case 
that came before the Court one party said “I winked 
when I signed it.” Mr. Justice Cave said to the jury: 
“Do not worry about the winking. If you come to the 
conclusion that that was the intention of the parties, 
say so. 

Mr. W. D. Menzies, Incorporated Accountant : It was 
a case of the interpretation of a document. z! 


Mr. Vos: Yes, the interpretation of a document which 


did not follow the ordinary form, and the only way of 
testing it was to ascertain the true intention of the parties. . 
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Mr. J. G. Huaers, Incorporated Accountant: Do I 
understand that the outside broker has a different contract 
from the ordinary Stock Exchange contract ? 


*# Mr. Vos : Yes ; whereas a Stock Exchange broker sends 
you a contract note which is in effect “sold for you on 
your behalf” or “ bought for your account,” which 
means bought on your behalf, the bucket shop says 
“Sold to you” or “ Bought from you.” The bucket 
shop makes a contract direct with you, selling you its 
own shares or buying your shares. The broker sells or 
buys to or from a third party on your behalf, which is 
quite a different thing. 

Mr. T. Hamsury Jones, Incorporated Accountant : 
I should like the Lecturer, if he will, to expand his legal 
views beyond those on ordinary Stock Exchange dealings 
and to tell us what his views are in regard to dealing in 
options. 

Mr. Vos: Dealing in options is a ey legitimate 
business. When you stop to inquire what purpose dealing 
in options fulfills, you will see at once that there is no 
reason why it should not be perfectly legitimate. Not 
only is it not against public policy, but it is entirely for 
the benefit of the publie Options conducted legitimately 
are an absolutely essential part of the machinery of 
investment, or of forward purchases and forward sales. 
Think of an option on the Cotton Exchange. A cotton 
manufacturer in Liverpool gets a cable from Japan to 
the effect that a customer will buy half a million cases of 
sheeting at such and such a price. The manufacturer 
sits down and says to himself ** That is a tempting offer. 
It will keep the mill busy for six months, but I am taking 
a risk in selling my output for six months ahead at a 
fixed price. I wonder at what price I am going to be able 
to buy my raw yarn. We are now in November and by 
January there may be a big rise in the price of yarns. 
I have to quote a fixed price for the contract.” If that 
man can go into the market and purchase a sufficient 
quantity of yarn to cover his contract for the next six 
months, he can do that business. If he cannot do that 
he has to take a speculative risk which no business man 
ought to take—he becomes a gambler and not a manu- 
facturer. In my opinion the option market, far from 
encouraging gambling, is the sine qua non for preventing 
gambling in the most important part of the economic 
structure. Why the law should not recognise that as 
pro bono publico I do not know. 


Mr. F. C. Sprat ey : In the event of a client placing an 
order with a stockbroker to purchase certain shares, is it 
usual for the client to sti te delivery of those shares 
within a specified time ? 

Mr. mas ae eaters  meely Stem’ ty Ge stan 
lations of the Stock Exchange. There is what is ca a 
Settlement Day fixed by the Committee, roughly every 
fortnight, and there is an Account Day, and if you buy 
shares before a given date in the month those shares are 
for delivery in the current account and the broker must 
deliver them in that account. If there is any difficulty— 
and occasionally there is—in getting shares for the 
current account, the broker must tell you so, and he must 
make an express bargain for delivery in the following 
account. Unless he does that with your consent, he is 
bound by the rules of the Stock Exchange to make delivery 
to you in the current account, provided the purchase is 
before a given date in the month, and in the following 
account if it is after that date. 


Mr. J. H. Barnet: I do not know whether a mora- 
torium has any effect on Stock Exc transactions, 
but if so, w Mr. Vos tell us what such a sus- 
pension has on contracts ? 


Mr. Vos : You must be careful how you use the word. 
If you are thinking of a moratorium such as we experienced 
in Auzust, 1914, by the edict of the Government, the 
Government passing an Act of Parliament which says 
‘* Notwithstanding all contracts entered into, we relieve 
people from the igations under those contracts until 
such and such atime,” that is the State itself suspending 


the operation of the law for a ified time 
Heaven the only people who can do that in this coun 
are the Legislature. If the Stock Exchange Communit 
said they would have a moratorium, it would have 
much legal effect as if an editor said the same ne 
Really I suppose a suspension of dealings by the su 
Exchange Committee is a little moratorium on its own, 
but I have shown you that it has no legal effect if as a 
result, there is an attempt to deliver shares after due time. 


Mr. Barnet: How does that affect dealings i 
might be called enemy alien shares? Is one Retin 
take up such shares after the War ? 


Mr. Vos: There you are getting into ve water, 
because very special seetiies ee made by Petal 
with regard to the way in which enemy alien shares should 
be dealt with, and that is a very complicated subject. 
In the ordinary way, unless Parliament makes i 
sey to the contrary, everybody has to fulfil their 

rgain as though nothing had happened. 


Mr. M. Yusuruppn : Is there any legal obligation to 
pay differences ? 


Mr. Vos: A contract which merely provides for the 
payment of differences is a wagering and gaming trans- 
action and you cannot enforce it in a Court of Law. 


On the motion of Mr. T. RoGer, seconded by Mr. J. G. 


Hucerns, Mr. Vos was accorded a very hearty vote of 
thanks for his lecture, and the Chairman was also thanked 


for presiding. 


SE 


Changes and Removals. 


The partnership hitherto existing between Mr. Alfred 
Armstrong, F.S.A.A., and Mr. J. Oakley Worrall, F.S.A.A., 
at 41, Corporation Street, Manchester, under the style of 
Armstrong, Worrall & Co., has now terminated. The 
practice will in future be carried on at the same address 
under the style of Armstrong, Lloyd & Co., Incorporated 
Accountants, the partners being Mr. Alfred Armstrong 
and Mr. Charles Y. Lloyd. 


Messrs. J. E. Denney, Bogle & Co., Incorporated 
Accountants, 205, Finsbury Pavement House, London, 
E.C., announce that they have taken into partnership 
Mr. E. O. Toft, A.C.A. The title of the firm will remain 


unchanged. 


Mr. Eric Friis, Incorporated Accountant, formerly 
practising as Shaw, De Freece & Co., announces that he 
has taken into partnership Mr. F. L. Parry, Chartered 
Accountant. The practice will be continued at 128, 
Shaftesbury Avenue, London, W.C., under the style 
of De Freece & Parry. 


Messrs. Albert A. Henley & Co. and W. D. Burlinson 
and Co. beg to announce that they have opened an office 
at No. 19, Grosvenor Place, London, S.W., under the 
style of A. A. Henley, Burlinson & Co., Incorporated 
Accountants, the resident partners being Mr. A. A. 
Henley, F.S.A.A., and Mr. W. D. Burlinson, F.S.A.A. 


Messrs. Albert A. Henley & Co., of 73, Basinghall Street, 
London, E.C., beg to announce that they have now 
opened a branch office at No. 18, Place Rouppe, Brussels, 


Belgium. 
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Chartered Accountants of Scotland. 


Dinner in Edinburgh. 

The Chartered Accountants of Scotland entertained at 
dinner in the North British Station Hotel, Edinburgh, 
on November 14th, Lord Provost Thomas B. Whitson, 
Edinburgh, and Lord Provost Thomas Kelly, Glasgow, 
the gathering being arranged to celebrate the unique 
occasion of both Lord Provostships being held by 
Chartered Accountants. The other principal guest was 
Sir William Plender, Bart., G.B.E., LL.D., F.C.A. 

Among the guests and members present were the 
following :— 

Guesis.—Mr. Craigie M. Aitchison (Lord Advocate), 
Mr. Gilbert Archer (Master of the Merchant Company), 
Mr. C. H. Brown, K.C., (Sheriff of the Lothians), Mr. 
H. Fitch Kemp (President of the Institute of Chartered 
Accountants in England and Wales), Mr. E. Cassleton 
Elliott (Vice-President of the Society of Incorporated 
Accountants and Auditors), Mr. Wm. Brodie, LL.D. (Dean 
of thé Faculty of Procurators of Glasgow), The Hon. 

Colville (Secretary of the Institute of Chartered 
Accountants in England and Wales), Lord Fleming, 
Mr.G. R. Freeman, F.C.A., Mr. A. A. Garrett (Secretary 
of the Society of Incorporated Accountants and 
Auditors), Sir Andrew Grierson, (Town Clerk of Edin- 
burgh), Mr. G. Hall (President of the Aberdeen 
Chamber of Commerce), Mr. J. Hutton (Controller 
of the Board of Inland Revenue), Mr. D. Hynd 
(President of the Dundee Chamber of Commerce), 
Mr. I. D. Imrie, B.Com., F.S.A.A. (City-Chamberlain of 
Edinburgh), Mr. Wm. Campbell Johnston, LL.D. (Deputy 
Keeper of the Signet), Mr. A. C. MacMillan C.A., (City 
Chamberlain of Glasgow), Mr. Ernest Parker, O.B.E. 
(Accountant oj Court), Mr. J. Condie S. Sandeman, 
K.C. (Dean of the Faculty of Advocates), Lord Sands, 
Mr. D. Stenhouse (Town Clerk of Glasgow), Mr. J. L. 
Tod (President of the Edinburgh Chamber of Commerce), 
Mr. Adam Turquand- Young, F.C.A. 


Members.—Mr. L.. B. Bell (Secretary of the Society of 
Accountants in Edinburgh), Sir Reginald Blair, Mr. J. E. 
Dalgleish (Secretary of the Joint Committee of the 
Chartered Accountants of Scotland), Mr. H. W. Haldane, 
Mr. J. Milne Henderson, Mr. John M. Howden, Sir John M. 
MacLeod, Bart, LL.D., Mr. C. E. W. Macpherson, Mr. Alex. 
Moore, Mr. W. A. Reid, F.F.A., Mr. D. A. Richmond, Mr. P. 
Rintoul, Mr. J. Stewart Seggie, F.S.A.A., Mr. D. Norman 
Sloan (Secretary, the Institute of Accountants and 
Actuaries of Glasgow), Mr. J. Ivan Spens. 

The guests were received by Mr. David A. Richmond, 
C.A., President of the Institute of Accountants and 
Actuaries in Glasgow, Mr. William Greenhill, C.A., Presi- 
dent of the Society of Accountants in Edinburgh, and 
Mr. A. S. Mitchell, C.A., President of the Society of 
Accountants in Aberdeen. 


Mr. Davip A. Ricumonp, C.A., President of the Glasgow 
Institute, who presided, proposed the toasts of “ The 


_King,” and “‘ The Queen, the Prince of Wales, and Other 


Members of the Royal Family.” 

Mr. Perer Rrvrout, C.A., Chairman of the Joint 
Committee of Councils of Chartered Accountants of 
Scotland, proposing ‘The Lord Provosts of Edinburgh 
and Glasgow,” said the Lord Provosts of their large cities 
occupied very important positions in the national life, 
and it was very fine to have men of the abilities of their 
two guests prepared to give the amount of work necessary 


t0 fill these positions. Lord Provost Whitson was a man’ 


of varied and catholic tastes. He had been interested 
not only in Rugby football and in rowing, but also in 
Volunteer work and in archzology. He entered Edin- 
burgh Town Council in 1916, served on many Committees, 
and represented the Town Council on the Board of the 
Edinburgh Merchant Company, the Edinburgh University 
Court, and the Leith Dock Commission. Finally, he 
achieved the highest honour the Town Council could 
award to anyone in being elected Lord Provost. Lord 
Provost Kelly entered municipal life through the Town 
Council of the Burgh of Partick in 1905. After the 
tion of that Burgh with Glasgow, he entered 
Glasgow Town Council in 1912, and very rapidly came to 
the front there. He had been Convener of the Tramways 
Committee, which had charge of what was regarded as 
one of the triumphs of the great city of the West, and also 
rendered great service to Glasgow as City Treasurer from 
1920 to 1923. Lord Provost Kelly’s recreations were 
bowling, curling, golf and fishing. He had performed 
very useful work for a number of years in the education of 
students of their profession. A Chartered Accountant 
could bring service of a very peculiar and useful character 
to a Town Council. They wished the Lord Provosts 
of Edinburgh and Glasgow long life, happiness and 
prosperity. 
Lord Provost Whitson and Lord Provost Kelly were 
received with much cordiality on rising to reply. 


Lorp Provost Wurrson, in reply, said he fully appre- 
ciated the great honour of being first citizen of the Capital 
of Scotland. He was not in that position through any 
self-seeking on his part. Any success he had attained 
was due entirely to the fact that he was, as his father had 
been before him, a Chartered Accountant, a member of 
the best profession in the world. He supposed practically 
every profession and trade had been represented at one 
time or another in the Town Council of Edinburgh. 
There had not been many Chartered Accountants, and 
that was rather a pity, because members of their profession 
could do useful work in public life. It was interesting, 
he said, to recall that in the dim past accountancy as a 
profession was first practised to deal with irregularities 
and to avoid scandals in local public affairs. He was glad 
to feel, therefore, that if accountancy began in municipal 
corruption, it had ended in municipal incorruption. 
(Laughter.) They all knew that, with the possible 
exception of medicine, there was no profession which 
had more gratuitous calls made on it than theirs. He 
would do what in him lay to uphold the honour of his pro- 
fession during the remaining years of his office as Lord 
Provost. 


Lorp Provost KeELty, in the course of his reply, 
said that, looking back on his life, he had no regrets. 
He was glad that he had chosen the profession to which he 
belonged, and he recalled with zest the strenuous years 
when he commenced public practice with an office and 
a staff which were modest in the extreme. He was glad 
he had been able to do some useful work for the benefit of 
others and for the city of his adoption. 


Mr. Witi1AM GREENBILL, C.A., President of the Society 
of Accountants in Edinburgh, proposed the health of 
Sir William Plender. He said Sir William was one of the 
leading accountants in the country. It was in a great 


measure owing to him and others like him that the 
accountancy profession was held in the high esteem which 
it was to-day by the business and professional community. 
Since the beginning of the century the profession had 


developed enormously, perhaps more than any other 
profession. They had the development of trade and 


industry, the growth in the number and importance of 
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joint stock companies, and during and since the war the 
huge taxation required to meet the country’s enormous 
national expenditure. These reasons had given the man 
of figures much occupation. It was not, therefore, 
to be wondered at that the bodies of Chartered Accountants 
in Scotland, the Institute of Chartered Accountants in 
England and Wales, and the Society of Incorporated 
Accountants and Auditors had increased in membership 
and influence very largely in recent years. They were 
glad to welcome that night representatives of the English 
Chartered Accountants and. of the Incorporated Account- 
ants, whom they had also met last year at the International 
Congress on Accountancy in New York. 


Sir Wiit11am PLENDER, who was cordially received, 
in responding, said rumour iiad reached him that 
Free Trade was the favoured economic doctrine of 
the Chartered Accountants of Scotland—if not in all 
things, at any rate in the export to and import from 
England of members of their profession. (Laughter.) 
That not unfamiliar phrase, the balance of trade, was in 
Scotland’s favour. (Laughter.) They in England were 
not jealous, and, speaking for himself, he welcomed the 
influx of Scottish Chartered Accountants, with a slight 
reservation as to their volume. Men usually received 
what they deserved, and in the case of the Scottish 
Chartered Accountant in London the reward was, he was 
told, by no means negligible, and it was a pleasure for him 
to testify that their presence in London had helped to 
raise—and to raise materially—the standard of pro- 
fessional skill. Referring to registration of the profession, 
Sir William said that had been a burning question for 
many years past, but the embers of the fire were now 
dying, if they had not altogether flickered out. It would 
need powerful bellows to revive these embers after the 
unanimous finding against registration by the impartial 
and influential Committee set up by the President of the 
Board of Trade. The Chartered Accountants of Great 
Britain had presented a united front in the evidence 
they gave against registration, and their view had pre- 
vailed. To work together for the common good not only 
of themselves, but, more important still, for what they 
believed to be the good of the community, should be and 
was, he believed, their aim and purpose. He hoped a 
partnership so conceived and practised between the 
Chartered Accountants of Scotland and England would 
never be dissolved. Problems might again arise when 
joint action would be eminently desirable, and the inter- 
change of views between the Chartered Accountants of 
the two countries on matters of high policy must be of 
advantage and mutual benefit. 


The CHAIRMAN proposed the toast of “Our Other 
Guests,” and Mr. Craigie M. Arrcutison, K.C., M.P., the 
Lord Advocate, who replied, said he was charged with 
the duty of conveying the congratulations of the Secretary 
of State for Scotland to the two distinguished accountants 
who had attained to the dignity of the Civic Chairs of 
their respective cities. It was interesting to realise that 
night that the beginning of acccuntancy in Scotland was 
owing to the depredations of Magistrates. The Magis- 


trates of the old Scots Burghs had been annexing the 


Common Good Funds, bringing their discharge to the 
Exchequer every year and leaving their charge very 
conveniently at home. It was on that account that an 
Act of Parliament had been passed requiring that Magis- 
trates should each year show their charge as well as their 
discharge, and that was the beginning of Scottish account- 


- ancy. But, if it began with municipal corruption, they 


could say to-day, with the two distinguished occupants 
of the Civic Chairs, that it had ended in municipal 
incorruption. 


The health of the Chairman was proposed by Mr, As 


MircHe.t, C.A., President of the Society 
in Aberdeen. of Accountants 


The CHAIRMAN, in reply, expressed his pleasure at 
presiding over so distinguished a company, and he hoped 
—— oe 

pplause. 


Correspondence. 


INCOME TAX AND COSTS OF PRODUCTION. 


To the Editors Incorporated Accountants’ Journal, 


Strs,—I have read with interest Mr. G. O. Parsons’ 
letter and the comments thereon by the writer of 
“ Professional Notes’ appearing in the November issue 
of the Incorporated Accountants’ Journal. 


It has always been somewhat of a difficulty to me to 
accept the theory that income tax either is or can be “a 
direct addition to the cost of production,” or, altemna- 
tively, “‘a business charge ” that should be provided for 
when engaged in estimating the costs of production, 
overhead charges or distribution costs of a business, 

Surely the fundamental basis of levying income tax is 
that, under certain circumstances, the State claims the 
right of retaining to itself, for the benefit of the com- 
munity as a whole, a certain specific share of the profits, 
earnings or remuneration accruing to the individual 
citizen or to a corporate body of proprietors of a business 
concern. 


It appears to me to be quite impossible that the right 
to acquire a portion or specific share of a particular fund 
can, under any circumstances, be designated as a “ direct 
addition to the costs of” producing the identical fund 
from which the share claimed is to be derived. As is 
well known, the basis upon which the ultimate share to 
be attached by the Inland Revenue is determined, in the 
first place is by applying to the original sum of net profits 
(as compiled from the point of view of the trader, producer 
or proprietors of the business) certain disallowances and 
other variety of adjustments with the consequence that a 
final figure (commonly known as “ adjusted net profit 
for Income Tax purposes’) substantially differing from 
the traders’ original one, is deemed to be the amount 
ef the taxable profits. 

Having arrived at the “‘ adjusted net profits,” the next 
step, prior to determining the monetary value of the 
share to be retained by or remitted to the State, is to 
give consideration to the peculiar, personal, family, 
partnership and/or financial status attaching to the tax- 
payer whose liability for assessment is under review. 


Resultant upon the operation of all the foregoing 
intricacies, it not infrequently happens that the State 
ultimately finds itself not in a position to levy any tax 
at all in respect of the agreed taxable profits. 

As a general principle, a trader in business normally 
endeavours to buy in the cheapest and sell in the dearest 
market, while the vendor of the commodities determines 
his selling price by bearing in mind the relationship of the 
ascertained gross cost of production to the market value 
of the commodity as determined by law of supply and 
demand. It is the difference between these two values 
(whether a profit or a loss) that, inter alia, 


‘comes under the review of the Income Tax Authorities 


in determining what share (if any) of the total profits, 
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emoluments of the taxpayer from all sources, is to accrue 
to the Crown. 

In my opinion, however, it is perfectly sound to hold 
the view that taxation generally is an indirect charge upon 

inasmuch as it can be safely assumed that the 
majority of the suppliers, wage earners, salaried officials, 
&e., of the various commodities or services constituting 
the items of cost usually debited in a traders’ accounts, 
are themselves, in due course, assessed for tax in their 

as the ultimate recipients of the respective 
values of the debits in question. 

For the reasons set out above, I, for one, entirely dis- 
agree with the proposition that taxation is a direct 
additional charge to the costs of production or that any 
calculation is required to be made to cover taxation before 
determining the total costs to the manufacture of any 
given commodity, but, on the other hand, when weighing 
up the margin of profit the sale price of the commodity 
is likely to produce, some consideration should be given 
to the incidence of taxation. 

Yours faithfully, 
G. ROBY PRIDIE. 


November, 1930. 


[The proposition set forth in the final paragraph of this 
letter has never been put forward by us.—Eps. J.A.J.) 


INSPECTORS OF TAXES AND THEIR 
CORRESPONDENCE. 


To the Editors Incorporated Accountants’ Journal. 


Sms,—As an Inspector of Taxes who is also an 
Incorporated Accountant, I was interested to read the 
paragraph headed as above in the November Journal. 


As an Inspector of Taxes I am agreeably surprised to 
learn that accountants do use references. It has always 
puzzled me why those very firms who obviously deal with 
large numbers of Income Tax cases hardly ever quote a 
reference number, and rarely even the initials of the 
writer on their correspondence. I can only conclude 
that their system of filing is so perfect that, unlike the 
unfortunate inspector, they need no reference other than 
the name of the case ! 


As an Incorporated Accountant, I am disappointed to 
learn that my Society is not aware that this point has 
long since received the attention of Somerset House, and 
that for two years now the official notepaper has borne a 
space, suitably designated, where the reference numbers 
of both correspondents should be quoted. 

No doubt you have observed my remarkable self- 
restraint in not replying to the penultimate sentence in 

paragraph. 


T enclose my card, and remain, Gentlemen, 

Your obedient Servant, 
JAYWICK. 

Glasgow, November, 1930. 

[We are quite aware that the official notepaper of 
Inspectors of Taxes has a space for the reference numbers 
of their correspondents, but the complaint is that, 
notwithstanding this, the references are seldom given. 
As to the counter-complaint that accountants on their 
correspondence often omit to give the Inland Revenue 
references, this is not within our knowledge, and it may 
be that the Inland Revenue have a grievance in this 
connection ; but two blacks do not make a white, and we 
do not understand why exception should be taken to the 
paragraph which appeared in our last issue.—Eps. J.4.J.] 


Some Factors in the Problem of 
Gnemployment. 


A Lecrure delivered before the South Wales and 

Monmouthshire District Society of Incorporated 

Secretaries by ; 
MR. ALFRED E. PUGH, 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Sm Wiiu1am SEAGER. 

Mr. Puc said: Unfortunately, we shall not solve 
the terrible problem of unemployment to-night, but we 
can at least consider some of the factors which contribute 
to this great evil. 

I want to consider the question mainly from the 
standpoint of the economist. It has been thought by 
some that the attitude of economists in the face of obvious 
social evils is unduly contemplative. This is quite a 
mistaken view. They hold that the various aspects 
of the economic life of amy modern country are bound 
together in an intimate unity, and consequently attempts 
to deal with any particular evil at one point may be 
followed by important and not at all obvious effects 
breaking out elsewhere, possibly more than 
whatever immediate good may have been done. One 
may take the analogy from the skilled physician and 
the quack. A patient goes to the former with a bone 
in the back of his hand raised; the medical man 
examines it, gives advice and says, “‘ Let me see it again 
in a few days.” The patient is dissatisfied; nothing 
has been done. He hears of an unqualified man who 
has a great and he visits him. This man 
examines the hand, he directs the patient to place it 
flat on the table and then gives it a smart tap with a 
book. The hand is all right, and the patient thinks, 
“That’s the way to do things.” The medical man, 
having a better knowledge of anatomy, could have 
done just the same, but his training taught him the 
danger. It may be all right; on the other hand, the 
bone may be tubercular. The blow may have spread 
the tuberculosis and cause the patient to lose his arm, 
or even his life. 

The big increase in the unemployment figures during 
recent months is an alarming feature and appears to 
indicate that new factors are operating in the problem. 
Until recently the returns, although very high, were 
fairly stable for two or three years. To a degree the 
changes in the practice of Unemployment Insurance 
have exaggerated the upward trend, but view the 
position as we will, make what correction we may in the 
figures, the position is really serious. 

Many writers now use the terms “normal” and 
“abnormal” unemployment to indicate that we are 
at present passing through a phase which is unusual, 
that there are factors operating to-day which are peculiar 
to the present time and which are not merely the ordinary 
factors acting with greater force. It should be noted 
that we must not apply to the word “normal” the 
meanings of “ natural” or “ unavoidable.” 

To deal, first, with “normal” unemployment, Gold- 
smith wrote :— 

“A time there was ere England's griefs began 

When every rood of land maintained its man.” 


He was referring to the period prior to the Industrial 
Revolution, when nine-tenths of the population of 
Britain lived in villages, when there were but few market 
towns where goods were taken on pack horses, otherwise 
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the lack of transport facilities compelled villagers to be 
self-sufficing. The great majority of the people supported 
themselves by agriculture ; broadly speaking, the peoples 
of Britain fed themselves, consumed the produce of 
their own labour and “every rood of land maintained 
its man.” International trade was almost confined to 
articles of luxury. Then came the Industrial Revolution 
with its great changes. We see loss of stability ; Britain 
forfeited her self-sufficing character, became dependent 
on an imported food supply. A large proportion of the 
population who had previously been fairly secure were 
reduced to conditions of greatest uncertainty. Britain 
_became a commercial nation. Prosperity ceased to 
depend primarily on the prosperity of the landed interest. 
It rested on the fluctuating basis of trade. As a country 
we could only be flourishing when our neighbours were 
sufficiently well off to be good customers of our goods. 
Let us consider some of the causes and tendencies 
which operate towards unemployment under normal 
conditions. First, take an imaginary State. A stationary 
State, where no firms expand and none decay, the yield 
of crops is the same year after year. Population does 
not increase, neither does it decrease. The wants of the 
_ people do not vary. The number of workpeople does 
not vary. There is just sufficient work for them all. 
Wages are freely adjusted by competitive forces. There 
will be no unemployment. But suppose in one particular 
industry wages are artificially raised 10 per cent. That 
industry will then attract workmen from other industries 
and consequently unemployment will arise in that 
imaginary stationary State. But no State is stationary. 
All the factors which we imagined to be static are con- 
tinually changing one way or the other. How much 


greater then are the numerous complications which 


make for unemployment. 
Now to consider a few illustrations of factors which 
may make for unemployment in a modern State :— 


1. ImperFect CO-OPERATION BETWEEN SPECIALISTS. 

Our great industries are carried on mainly by specialisa- 
tion. Take a woollen factory. There weavers, spinners, 
wool combers, wool growers and many others co-operate. 
Now co-operation is not perfect. One department 
may be understaffed, or inadequately equipped, or short 
of materials. This holds up other departments, just 
as a weak back lets down the whole football team. In 
a single firm there are departmental managers and a 
general manager to supervise all departments, but 
between the various firms in an industry, and still less 
between the various industries, there is no such connecting 
link ; ¢.g., an increase in the exports of certain manu- 
factures tends to an increased demand for ships. In 
response to this demand the shipbuilding industry 
enlarges its output, but before the ships can be ready 
a period of about three years must elapse. The demand 
may have disappeared by then and the result is a serious 
-check and depression in shipbuilding. Various industries 
‘are dependent one upon another. The expansion of 
‘one tends to the expansion of another. But different 
industries require different lengths of time to deliver 
their products. 


2. Imperrect ANTICIPATION OF DEMAND. 
Modern production is carried on in anticipation of 
demand, and the more accurately demand is measured 
the more even will production be. If demand is over 
estimated, too many articles will have been produced, 
_ Stocks will accumulate, a slump takes place and unem- 
ployment follows. If, on the contrary, demand has 
been under estimated, factories have not been working 


———_ 
employment which could have been given has not been 
given. Take a very ordinary article, a shirt. The man 
who wants a shirt no longer makes cloth, and from the 
cloth makes a shirt. He enters a shop, tenders the Price 
and buys the shirt. He expects a shirt to be ready in the 
shop for him when he requires one. He would be very 
surprised if the shopman said, “ Yes, sir, I can get you 
a shirt, but it will take about three years.” Yet what 
a large number of specialised workers scattered all over 
the world must combine together, what a great amount 
of anticipation must have taken place in the past in 
order that an ordinary shirt may be ready for us in the 
shop when we want it. The outfitter bought it from 
a shirt manufacturer or warehouseman, the manufacturer 
bought the material from a flannel manufacturer, the 
thread, buttons and material for collar bands were sup- 
plied by different manufacturers. The flannel manu- 
facturer bought several kinds of yarns, made from 
several kinds of wool. The wool was grown on the 
back of a sheep in Australia. There were the various 
kinds of machinery and the ships necessary to bring 
over the wool. If there is any defect in the co-operation 
which is necessary to bring together the various elements 
of specialisation which go to make the finished product, 
an inaccurate anticipation of demand here or there, 
unemployment must ensue. 
3. CycLicaL MOVEMENTS. 

Booms and depressions undoubtedly move in a cycle. 
There is no single satisfying theory available to account 
for cyclical movements. There are serious differences 
of opinion among experts. We may summarise the 
position by saying that cyclical variations are apparently 
caused or contributed to by a number of closely inter- 
related factors of varying importance and capable of 
being classified in many different ways. 

William Wallace, in ‘ Business Forecasting,” says: 
“Meanwhile, for our purposes, we may summarise the 
present position by saying that cyclical variations are 
apparently caused, or contributed to, by a number of 
closely inter-related factors of varying and variable 
importance, and capable of being classified in many 
different ways. Broadly, these factors may be divided 
into four main groups. First, there are certain natural 
or technical factors, such as harvest variations, inventions 
and discoveries, and changes in tastes and desires. 
Secondly, there are factors incident to our present 
industrial order. On the one hand, there is the mere 
distance in time and space and relationship between the 
commencement of a given act of production and the 
final delivery of the finished goods to the ultimate 
consumer. This would, in any event, inevitably result from 
time to time in serious miscalculation of demand, with 
consequent maladjustment of supply. This maladjust- 
ment is intensified, however, by the fact that production 
is carried on for the most part by competitive businesses 
working for profit, and determining their scale of 
production in ignorance of one another’s plans. This 
is on the production side of our industrial order. On the 
side of distribution there are great disparities of income 
and wealth, leading periodically, it is claimed, to 4 
disturbance of the proper equilibrium between saving 
and consumption, with consequent under consumption 
and trade depression. Thirdly, there are disturbing 
psychological factors. With business control centred in 
large cities, all of them in instant communication with 
one another, a certain crowd psychology develops. In 
consequence, instead of a multitude of individual mis- 
calculations which would tend to cancel out one another, 
we have great universal swings of pessimism and optimism. 


at the capacity which they might have been, then 


Finally, there is the group of monetary factors, with 
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expression in rising and falling prices, expanding 
Drcidunetiog credits, rising and falling money rates. 

“Every single one of these factors has its influence 
on the course of business. No single one of them can 
be taken as the sole or original operative cause of cyclical 
variation. All are closely inter-related. A bumper 
harvest may begin a wave of optimism. Optimism may 
jead to a more liberal grant of credit. Easier money 
conditions, on the other hand, may foster optimism. 
Perhaps it is a justifiable summary of the balance of 
existing opinion to go so far as to say that while all 
of these factors are important and require consideration, 
the psychological and monetary factors are recognised 
as more important than the other two groups, and the 
monetary factors as the most immediately important 
of all. Certainly one cannot go further than this; the 

ion of the causes of cyclical fluctuations is a ‘ Somme 
area’ in the world of economic theory.” 

Certainly the psychological factor is a very important 
one in the question of unemployment. When we are 
prosperous we are apt to look upon the sunnier side 
of doubt. Depressions are invariably preceded by bad 
harvests and recovery by good harvests. Moods and 
feelings play a very big part. 


4. Crepits or Banks. 

In times of booms, at the height of trade prosperity, 
very considerable credit is necessary. Then comes a 
bad harvest, the feeling prevails that trade is falling off. 
Banks begin to restrict their credit, call in their over- 
drafts and confidence goes. If, during these periods of 
depression—that is, during ordinary periods of depression 
—industries would carry on manufacturing and buying 
and selling one from another, the position would more 
quickly recover, but confidence has gone. During these 
periods of uncertainty, when prices are likely to rise, 
people rush to borrow money and buy goods, and thus 
help prices to rise still further. Business is inflated, it 
is managed recklessly and wastefully. Those working 
on borrowed capital pay back less than they borrowed 
and enrich themselves at the expense of the community. 


5. InpusTRIAL Disputes. 

Industrial disputes are another cause of unemployment 
during normal times. They impoverish the persons 
involved and check the demand for the goods which 
other industries make. If the industry in which the 
stoppage occurs furnishes commodities or services which 
are largely used in other industries, a check is placed 
upon the raw materials required by those other industries. 
A dispute in one part of the industrial field affects the 
demand for labour in another. 


Industrial disputes lead to a loss of foreign markets 
which may never be regained, or, at best, only partially, 
for our foreign customers arrive at the conclusion that 
our supplies are not dependable and purchase elsewhere 
or make for themselves. 


6. Inerrictency or LARGE* NUMBER OF THE LOWER 
Cxiass OF WORKMEN. 


When humanitarian considerations lead to the estab- 
lishment of a minimum wage, as it were, the existence 
of a large body of persons not worth this minimum wage 
is @ cause of unemployment. 

Professor Marshall says: “Turning then to those 
workers who have fairly good moral and physical stamina, 
it may be estimated roughly that those who are capable 
only of rather unskilled work constitute about a fourth 
of the population. And those who, though fit for the 


skilled work nor able to act wisely and promptly in 
responsible positions, constitute about another fourth. 
If similar estimates had been made in England about a 
century ago, the proportion would have been very 
different ; more than half would have been found unfit 
for any skilled labour at all, beyond the ordinary routine 
of agriculture; and, perhaps, less than a sixth part 
would have been fit for highly skilled or responsible work ; 
for the education of the people was not then recognised 
as a national duty and a national economy.” 

It follows that the progress of education, physical, 
mental and moral, among the working classes, thereby 
raising their efficiency, making the unskilled a skilled or 
semi-skilled worker, is a remedy, within certain limits, 
for unemployment, and in this direction how extremely 
important are the first few years after the boy leaves 
school, and the necessity for taking care that he does 
not get into a blind alley occupation. — 

These are a few of the factors which operate to create 
unemployment during normal times. 

Up to now we have considered the position from the 
viewpoint of normal times. That was very necessary, 
for the factors enumerated and many more are operating 
to-day, but others more severe and complex are now 
present and some of them must be considered. 


We are, in 1930, living in an entirely different world 
from that which existed in 1914. It is not always possible 
to distinguish between changes brought about (1) as a 
direct result of the war, (2) indirectly in consequence 
of the war, and (3) by the passing of the years, alterations 
which would have taken place had there been no war; 
some, perhaps, a little retarded, some in a different form. 
But great changes have taken place. 


In examining the position we have to consider the loss 
of men by death, the incapacity of some survivors, the 
checks to birth, the actual destruction of wealth, the 
deterioration of buildings and plant, the absence of 
natural progress and the great injury to the delicate 
organisation of trade, especially international trade. 
The gaps in the general age distribution in the classes of 
males of fighting age during the war, and of both male 
and female children now between the ages of 12 and 16 
will continue to disturb the balance of sex and age for 
more than a generation. The actual destruction of 
capital and injury to land, the concentration for four 
years on machinery for destruction and the absence of 
normal development to meet the needs of the growing 
population have resulted in a dearth of capital which 
still handicaps industry. 

The difficulty of redirecting trade into the channels 
proper for peaceful intercourse and the hindrances to 
natural development, accentuated by the: Reparations 
problem, by the increase of nationalistic sentiment, and 
by the want of stability in money, are the principal 
causes of the partial failure of exports and the prolonged 
unemployment in Great Britain, and also in Germany. 


It was evident that the world was poorer in 1919 than 
it was before the war. Yet 1919, and on into 1920, 
was a period of a great boom. But the process of restoring 
trade was a difficult one, and the difficulty was not 
recognised. There was a great demand for the renewal 
of buildings, machinery and plant, replenishment of 
stocks, and employment was easy to find for the great 
majority of workmen. But the people, misled by ignorant 
and exaggerated hopes of immediate reparations pay- 
ment from Germany, and aided by the mismanagement 
of the machinery of the supply of money, believed that 
they were well off and lived extravagantly and created 


lower kinds of skilled work are neither fit for highly 


a demand for luxury goods, the supply of which diverted 
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both labour and capital from more important tasks. 
It was inevitable that a crisis should come, and dis- 
organisation was, perhaps, even worse than immediately 
after the Armistice, and the work of reconstruction had 
to be undertaken again. 

The course of events closely followed those which 
occurred after Waterloo. Then there was immediate 
expectation of wealth and trade, a rise of prices and 
subsequent collapse, but there the parallelism ends. 
After 1819 there followed the great epoch of British 
industry and commerce, with Britain taking the lead 
—the workshop of the world. A period of great inven- 
tions, new methods of transport, expanding markets, 
other countries anxious to buy from us. But in 1921 
the position had changed. England was one of the 
workshops in the midst of many highly industrialised 
countries competing for a share in the trade of an 
impoverished world and with contracting markets. 
That is a distinction we must keep well in mind when 
considering post-war problems. 

The Committee on Industry and Trade, under the 
chairmanship of Sir Arthur Balfour, made a_ very 
exhaustive survey of world conditions and issued seven 
valuable reports. The following quotation from the 
** Survey of Overseas Markets ” puts very well the position 
as it was in 1924 :— 

“Taking the world as a whole, the widespread 
development of home manufactures to meet needs 
formerly supplied by imported goods is by general consent 
one of the outstanding features of the post-war economic 
situation, and this is perhaps the most important 
permanent factor tending either to limit the volume or 
to modify the character of British export trade. 

“In fact, this tendency is a natural and universal one, 
inseparable from healthy economic progress and dating 
from a period long before the war, but undoubtedly the 
tendency has been stimulated by war conditions and 
necessities. The cutting off of the usual sources of 
supply, and the abnormal demand for certain classes 
of products for war purposes, compelled many countries, 
including Great Britain, to embark on the manufacture 
of goods in respect of which they had hitherto been 
dependent on import. In some cases, the discovery of 
the extent of that previous dependence caused a deep 
feeling of uneasiness, especially when the articles in 
question were considered essential to national security, 
or to the successful carrying on of staple industries on 
which large sections of the population depended for 
employment. Hence, when the return of peace con- 
ditions led to the demobilisation of war industries, there 
was in many countries an effort to preserve certain of 
the industries which had been established or greatly 
expanded during the war—an effort based either on 
reasons of national security or vital interest, or on more 
general grounds of commercial policy. Not only had 
local vested interests grown up during the abnormal 
period of interrupted intercourse, which naturally 
clamoured for support, but not infrequently industries 
improvised under pressure of the emergency were found 
to have struck root and showed capacity for permanent 
maintenance and growth, with or without the shelter 
of a tariff or other safeguard. We may sum up very 
shortly the chief practical lessons to be derived from 
this survey of overseas markets. The adverse forces 
which still operate in the markets themselves to retard 
the full recovery of British trade are in the main world 
forces, which operate with equal intensity against the 
trade of other exporting countries. Broadly speaking, and 
with minor local exceptions which do not appreciably 
affect the general situation, British trade is not at present 
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suffering from adverse discrimination as compared 
that of other exporting countries, but, on the pa 
enjoys an equal position in all important foreign ; 
together with a preferential position in Empire markets, 

“While, however, the main forces with which our 
trade has to contend are, so far as they arise in the 
overseas markets themselves, world forces, their 
are felt with special acuteness by a country like Great 
Britain, which depends so greatly on foreign trade to 
maintain the employment of its population. Of the 
forces referred to, some are transitory, like the instability 
of the exchange, the dearth of capital, the impaired 
purchasing power and the general financial and economic 
weakness of our customers, following the Great War, 
The world is still poorer for the waste of war, and 
of hard work will be necessary to re-establish its pur. 
chasing power. But given peace and political stability, 
there is no reason to doubt that recovery will take place, 
It may also be hoped that such difficulties as arise from 
unwise measures restricting commercial, maritime or 
financial intercourse will, in the long run, be mitigated 
by international agreement, or by national action based 
on the teachings of experience. But other forces, like 
the growth of manufactures in the less industrially 
developed countries, undoubtedly represent permanent 
tendencies, with which traders must inevitably reckon 
in future, and to which it is, therefore, essential that 
they should strive with all their power to accommodate 
their outlook, their methods, and their organisation.” 

Professor Bowley has written a very valuable little 
book entitled “The Economic Consequences of the 
Great War,” which will well repay reading. In it he asks, 
““What economic lessons can be learnt from the war 
and its sequel?’ These are some of the lessons :— 

It is not necessary for a nation to have a well-furnished 
arsenal or war chest, for so long as credit can be obtained 
in neutral countries munitions can be obtained in 
enormous quantities during the actual progress of the 
war. But, none the less, war is very costly, and the 
expense, though it can be postponed, must ultimately 
be met. This expense is all the greater as all ordinary 
economic checks are removed in war time by financing, 
by inconvertible paper money, and the advantages of 
internal and international competition are in abeyance. 
A national system of production under war conditions 
is extremely wasteful. 


It is easy to destroy not only goods, but also goodwill, 
credit and trade relations, but it is extraordinarily 
difficult to restore them, even in a condition of inter- 
national friendship. These very complicated systems 
are built up as a result of a gradual growth extending 
over many decades, and it is only by a similar 
process that the system can be reconstructed. 

A system of fixing prices, or even a partial control of 
prices, cannot be effective unless the Government has 
complete control of the goods in question, or is able to 
enforce adherence to rations. Under other circumstances, 
the fixing of prices has led*to the disappearance of goods 
from the open market. 


That the cancelling of the relation between a nation’s 
currency and gold or some other definite standard and 
the extravagant circulation of paper money may lead 
to its depreciation to nil value was known to economists, 
and has been proved in the cases of Germany and Russia. 


It has again been seen that the effect of even a small 
issue of paper money is an immediate rise in the prices 
of all exchangeable commodities and with continued 
issues the risk is rapidly cumulative. But perhaps 


it was not so generally known that when the Government 
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revenues from taxes or loans is smaller than its expendi- 
ture, and currency is inconvertible, it is inevitable that 
more paper money must be issued by the Government 
to pay its way, and that prices must continue to rise 
until the national budget balances. 

It is easy to depreciate the value of currency, but 
dificult even to stop the process, and the return path 
of deflation or restoration of value needs heroic and 
unpopular methods. It is now realised that the 
inevitable result of deflation is unemployment of workers 
and stagnation of trade, possibly for a considerable 
period. Every disturbance of currency acts inequitably 
and unevenly on different classes ; for example, debtors 
lose during deflation and creditors during inflation. 

Now, I want to examine very briefly the position of 
some of our staple industries. Mr. Cole recently made 
asurvey of our leading industries in Everyman. 

1. Tue Coa, Trape. 

No trade has been the subject of more inquiries and 
discussion than the coal trade. Since pre-war days 
there have been several great technical changes, which 
have radically altered the position of coal in the economic 
system. The rapid growth in road transport, the increase 
in oil-consuming ships, and substitutes in many branches 
of production, have resulted in coal ceasing to have 
the monopoly it formerly possessed. The scarcity and 
high price of coal during and after the war resulted in 
much research in fuel economy, with the consequence 
that far less of the potential energy of coal is now allowed 
to go to waste. All these lead to a decrease in the world 
demand for coal or lessen the rate of expansion. 

On the other hand, the world’s capacity to produce 
coal has rapidly increased. America and Europe have 
greatly increased their capacity to produce coal. 
America, Germany and Poland, as well as Great Britain, 
have their problems of producing more coal than they 
can dispose of, and of unemployed miners. It is vital 
to improve the efficiency in both production and dis- 
tribution, but that will not assist us to get back in work 
the main body of the quarter of a million unemployed 
miners. The industry is too big for the world’s needs 
at present. It can expand again only if we find new 
uses for coal. If we can devise means on a commercial 
scale of making an efficient oil from coal, as cheaply 
% we now import petrol from abroad, that would be 


one solution, and it is on lines such as these that we 
must work. 


There is also the problem of reparation coal, the 
Spanish coal decree, and the cheap rail freights, equivalent 
to a subsidy offered to Polish coal, from the mines to 
the sea front. 


2. Tae Sree. TrRapve. 

There is probably no great industry which has witnessed 
more rapid technical progress in recent years than has 
sel. I am informed that many plants built only a 

years ago are already obsolete. Our blast furnaces 


_ have a smaller average capacity than those of America, 


y or Belgium. It used to pay to carry iron to 
tal, rather than coal to iron, but economies in fuel 
ate altering that. Wages are higher in America, but 
— ed about 80 per cent. and Belgium about 

cen 


Many of our big steel firms have got into serious 
financial difficulties during the war, and reserves have 
been swallowed up. tions have taken place 
and some re-equipment with up-to-date plant has taken 
Place, but this cannot advance far unless the industry 


The reconstructions which have taken place have 
been based on an endeavour to produce the present 
total output at lower cost rather than to expand output. 
The difficulty at present, if more steel was produced 
at a lower cost, would be to sell it. In the case of steel, 
as of coal, the world as a whole has at present a producing 
capacity far in excess of actual or likely demand. Almost 
every country has greatly increased its productive power 
without an equivalent expansion in the demand. The 
result is intense international competition, which has 
hit us, as great exporters, very hard indeed. 

The Continental steel exporters are joined together 
in an international cartel, the object being to prevent 
competition and limit output. Britain does not belong 
to this cartel, mainly because she was offered too low 
a quota of the total output. She has, however, been 
excluded from the cartel markets and forced to rely more 
upon Empire markets. There has been a rapid increase 
in the amount of cheap steel imported, especially from 
Belgium, although we export more than we imports 
Our imports are largely cheap, semi-manufactured steel, 
which is finished here and sometimes re-exported in it. 
finished state. Our exports are mainly of more expensive 
finished goods. 

Many steel manufacturers demand a tariff on imported 
steel. They say that if they are assured of the home 
market they could produce at lower costs and so compete 
more effectively in the export trade. But other firms 
which finish imported steel and then re-export it as 
finished goods (e.g., tinplates) are against a tariff, stating 
that they could not keep their position as exporters 
if they had to pay more for raw material. The tariff 
problem with reference to this industry is particularly 
complicated. It does, however, appear clear that 
nothing we can do is likely, for a long time to come, to 
bring about such an expansion of the steel trade in the 
face of intense world competition as to absorb the 
80,000 iron and steel workers who are at present 


unemployed. 
3. Tue Corron TRADE. 

Cotton has been Britain’s greatest single export since 
the days of the Industrial Revolution, when it displaced 
the woollen trade. The decline is serious. The fore- 
most cause is the great increase in the production of 
cotton goods in countries which formerly were our best 
customers. A large cotton industry based on cheap 
labour has been established in the Southern States in 
America. There has been a huge increase in factory 
production in Japan, China and India. Until recently 
our trade in the finer qualities of cotton goods was little 
affected, for the Far East concentrated mainly on the 
coarser products. But since ihe world slump the demand 
for the finer goods has fallen off. The fall in the price 
of silver has destroyed the purchasing power of the Far 
Eastern countries, whose money is still on a silver basis. 
The civil war in China, and the disturbances, followed 
by the boycott, in India have further aggravated the 
situation. Neither must we overlook the evil effect of 
the mad speculations which occurred in cotton mills 
just after the war, when there was an acute shortage of 
cotton goods and Lancashire was able to charge high 
prices and make huge profits. 

During the last year or so real efforts have been made 
to retrieve the position. The Lancashire Cotton Cor- 
poration, backed by the Bank of England and encouraged 
by the State, is trying to combine the spinners of coarse 
and medium goods into a great productive unit, based 
on the cancellation of old debts. 

More settled conditions in the Far East will assist 
to bring about a partial restoration, and a raising of the 
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standard of life in the Far East would at once create a 
demand, not only for the coarser goods, which it is fairly 
evident they will make more and more for themselves, 
but also for the finer goods which Lancashire is in a 
better position to supply. 

Brief surveys of other trades, such as the woollen 
industry and shipbuilding, could be made, but the three 
selected are sufficient to indicate how widespread are the 
difficulties, and whilst it is fairly easy to indicate the 
main causes of the falling off in trade, how difficult it is 
to restore that trade. 


However we regard the problem of unemployment, 
we are forced to recognise that it is to-day a world-wide 
problem. Even less than two years ago it was possible 
to take a much more domestic view of British unemploy- 
ment than it is to-day. Then it may have been 
permissible to regard British trade as stagnating, or at 
best marking time. Since then the whole aspect of 
the problem has changed. We see large scale unem- 
ployment through the chief countries of the earth. 
Commodity prices continue to fall. There were hopes 
that stability had at last been reached, but the latest 
results show that such hopes were without basis. 


Economic problems, in contrast to pre-war days, far 
transcend in importance the purely political issues of 
to-day, and I think we must recognise that politics are 
not going to be of much assistance in the solution of 
economic problems. 


Economy—LocaL AND NATIONAL. 

Everyone feels that we are spending too much. It 
is very evident that an individual cannot spend beyond 
his income without very early meeting with disaster, 
and a nation must ultimately find itself in the same 
position. But if you were Chancellor of the Exchequer, 
where would you begin to economise? Our national 
expenditure has increased by £675,000,000—1913-14, 
£195,000,000 ; 1930-31, £870,000,000. Of this increase 
of £675,000,000, £368,000,000 are accounted for as 
follows :— 


Increase in 
National Debt Services. Millions 
Interest and Sinking Fund -. £276 
Army, Navy, Air Force, &c. .. - 41 
Pensions 2 Md oe o~ 51 
£368 


The following are further increases of major 
expendi po 


Increase in 
Millions. 
Education tae ‘ £243} 
Health, Labour and Insurance 86 
Police ach os ‘ 10 
Contribution to Local Rates 50 
£189} 


This accounts for a total increase of £557,500,000. 


_On what would you economise ? War Loan interest 
is fixed. You will recollect Mr. Shaw’s veiled threat. 
Judged purely from the theoretical side there was perhaps 
something to be said for the view he put forward, for, 
notwithstanding the Colwyn Report, high taxation is 
handicapping us. It is difficult to reduce the Budget 
when provision has to be made for £350,000,000 per 
annum for National Debt Services, but when we come 
to the practical side we realise how disastrous it would 


— 


be to our financial structure. War pensions are 
diminishing and will eventually sink to zero, but have 
to be paid at present. We are still paying over 
£100,000,000 for national defence. Education: would 
you reduce expenditure under that head? Would it 
be wise? Similarly, with regard to local expenditure: 
we all feel it is too high. But when we recognise the 
multiplicity of duties which are being continually placed 
upon the shoulders of local authorities, it is difficult to 
suggest at what point expenditure should be cut down, 
Might I suggest that more business men should come 
forward for council work ? We require in public service 
honesty of purpose—principles, not expediency. 


UNEMPLOYMENT INSURANCE. 

No one has more sympathy than I have with the man 
who wants work—and the vast majority do want work— 
and cannot find it. But it is very strongly, and not 
without reason, felt that there should be a drastic revision 
of the Unemployment Insurance Scheme. The genesis 
of the scheme in 1911, to secure the worker against the 
gnawing fear of the consequences of losing his work 
through no fault of his own, was good. The employer, 
the employee and the State, through the taxpayer, 
each made a contribution. But to-day, to a very 
considerable extent, it is losing its characteristic of an 
insurance and is becoming a dole, or relief. (1) The 
actuarial basis of the scheme is breaking down ; (2) the 
direct burden on the taxpayer is growing at a rate which 
threatens a substantial Budget deficit; (3) there are 
leakages, through which money contributed by the 
State and by the worker and the employer is passing 
for purposes for which it was never intended. It cannot 
be fair to the remainder of the working community that 
a body of workers can be split up into two gangs. GangA 
work Monday, Tuesday and Wednesday, earn sometimes 
an average of £4 or £5 per man, then sign on the unemploy- 
ment register for the remainder of the week, whilst 
Gang B sign on Monday, Tuesday and Wednesday, 
work Thursday, Friday and Saturday, and the two 
sections pool the whole. 


SHELTERED OCCUPATIONS. 

No right minded man wishes to reduce wages if it 
can possibly be avoided. Workers during the war took 
steps to increase their standard of living, and we cannot 
blame them; but there remains the anomaly to-day 
that in the majority of industries which have to face 
strong competition, wages have been reduced to far 
greater extent than they have been in industries which 
have not had to face severe competitio . 
industries as they are termed. This undoubtedly is 4 
considerable factor in the problem of unemployment. 
A very valuable book has been recently written by 
Sir William Beveridge, entitled “‘ Unemployment.” The 
result of his searching analysis of the causes that have 
produced the vast army of the workless can be 
summarised in a sentence. He finds the é' 
cause in the disequilibrium between wages and national 
productivity. The former, he declares, are higher than 
the latter can justify. Thus, either lower wages 
increase productivity, is the solution of Sir William. 
The former course has grave objections, to W 
Sir William is wide awake. There remains his mail 
conclusion—productivity must be made to grow mor 
quickly than it is growing now. At that point Sir William 
disappoints us by leaving to others to discuss the way 
and means by which this can be brought about. But 
he has said enough to show the lines on which his miné 
isrunning. His conclusion, after surveying the “ ~~ 
theory” and the “Lloyd George theory” om 
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works, is that the difficulties involved “limit severely 
the application of the method.” His keynote is 
“organisation ”’—organisation of the labour market, 
and organisation for industrial efficiency—and with the 
same courage with which he warns Governments and 
employers, he has this cogent message for the Trade 
Unions: “‘ The higher standard of life of those who are 
in regular work is to some extent won at the cost of the 
unemployment of those who are not. The former and 
their leaders are in honour bound, not merely to remove 
restrictions on output, not simply to avoid opposing 
improvements of industrial technique and organisation, 
but to further such improvements in every way in their 
power. . . Output has somehow to be allowed to overtake 
consumption, and this means at the very least that for 
some time to come there should be no further general 
rise of wages.” Again, we must “ organise completely 
the labour market, abolishing the hawking of labour and 
casual under-employment, and the anarchic recruiting 
of trades and the blind choice of careers.” These things 
cannot be done in a day, “‘ but,” says Sir William, “* with 
time they can be done.” 


RATIONALISATION AND UNEMPLOYMENT. 

Dr. T. E. Gregory, addressing the British Association, 
pointed out the fact that rationalisation in the first 
instance must displace labour; indeed, as prices in 
general have fallen while that of labour has not, the 
saving of labour is often the motive of rationalisation. 
As far as the re-absorption of labour in a rationalised 
industry is concerned, Dr. Gregory makes it sufficiently 
clear that this can by no means be counted on as a 
certainty. Even if the demand is greatly stimulated by 
price reductions, the technical conditions may be such 
that an ampie expansion of output can be achieved with 
a smaller labour than before. So that we have the 
difficulty that if an industry does not submit to rationalisa- 
tion, it may go out of business in world competition, 
yet by the very process of rationalisation, technical 
operations may be so improved that labour is displaced 
which the industry cannot absorb in the future.” 


Revier Work SCHEMES. 


It should be pointed out that unless the work is really 
required and contributes something material to the 
well-being of the nation, relief schemes are useless in 
attempting to solve the problem of unemployment. 
It may alleviate some of the distress for the moment, 
but eventually it must aggravate the trouble, as the 
Work has to be paid for through rates and taxes. If, 
on the contrary, the work contributes wealth to the 
nation, push on with the work at all speed. These, 
ladies and gentlemen, are some of the factors in the 

of unemployment. 


We are up against a tremendous difficulty. But we 
Want to keep our perspective. From 1924 up to the 
Present time we have concentrated, sometimes feebly, 
sometimes interrupted, but always, I believe, gaining 
ground, on applying the lessons of the decade for the 
‘ommon good of the nations and their peoples. We 
have gone some way towards substituting the co-operative 
for the competitive spirit in international and in industrial 
and social policies. We have, at least, done something 

ds a better distribution of wealth, towards the 
‘stablishment of higher standards of living, towards 
oe & greater degree of material well-being for 
the greater number. Two great tasks await us in 
immediate future: (1) To organise the system of 


oe. credit and exchange so that the means for 
Sustentation of these higher standards may be 


forthcoming ; and (2) to gradually perfect international 
confidence and co-operation. 

We have had to face difficulties before, and we have 
faced them and won through. We can do so again. 
But all classes must co-operate. Each must make his 
or her contribution to the sum total for human welfare. 
We must first try to understand what the problems are, 
then we must try to solve them. ‘he problem we have 
to solve at present is how to adapt ourselves to the 
changed, and changing, conditions of trade. We have 
had to do it before; as one industry disappeared we 
raised another to take its place, but, of course, things 
were easier then—not so complex. 


London is still the money market of the world. We 
have balanced our Budgets, met our obligations, yea,_ 
shouldered the obligations of other nations. Our 
currency did not disappear to nothing, bringing untold _ 
misery to those who had lent their money. To keep 
our National Finances in order has entailed a tremendous 
strain. We are feeling it at the present time, it is part. 
of our trouble ; but it must prove of inestimable benefit 
in the future, must ultimately assist us in our recovery. 
And who knows that, perhaps, when the full tale of the 
reign of George V comes to be told—and distant may 
that time be—the final balance of progress and achieve- 
ment over trial and failure will be greater than we, in 
the midst of our many troubles, can realise to-day, 


INCORPORATED ACCOUNTANTS OF WALES 
GOLFING SOCIETY. 


The first autumn meeting of the Incorporated 
Accountants of Wales Golfing Society was held over the 
links of the Pyle and Kenfig Golf Club on November 8th. 
The weather conditions were ideal, and there was a large 
number of competitors. The results were as follows :— 


MEDAL SINGLES. 


Morning Round. Gc. H. N. 
A. H. Friend (Newport)  .. os 86—12—74 
E. Leslie Molyneux (Cardiff) oe 87—12—75 
Afternoon Round. 
W. J. Pallot (Cardiff) pa “ 88—17—71 
A. H. Friend (Newport) .. oe 86—12—74 


Best Net AGGREGATE 
(Handicaps 18 and under), G. HH. N. 


W. J. Pallot ee oe ee -. 182—34—148 
A. H. Friend oe ee ee -. 172—24—148 
(Handicaps 19 and over). 
Ivor Davies (Cardiff) ae “ -. 208—50—158 
Special Afternoon Event: Best net score (handicaps 
19 and over) :— i 
Ivor Davies (Cardiff) «eo ve 103—25—78 
Special sealed holes competition :— 
W. J. Pallot (Cardiff) .. oe ee 27—6—21 


The prizes were presented by Mr. P. H. Walker, Hon. 
Secretary of the South Wales and Monmouthshire District 
Society, deputising for the President, Mr. W. J. Pallot,- 
who figured prominently in the prize list. Votes of thanks 
to the officers and committee of the Club and to Mr. E, 
Leslie Molyneux, F.S.A.A., for organising the meeting, 
concluded an enjoyable day. i ‘ 
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District SHocieties of Jncorporated 
Accountants. 


BRADFORD. 


ANNUAL MEETING. 

The annual meeting of the Bradford and District 
Incorporated Accountants’ Society was held on November 
13th, and was attended by 54 members. 

The following officers were elected for the year 1930-31 : 
President, Mr. Tom Hudson ; Vice-Presidents, Mr. A. E. 
Stringer and Mr. H. D. Myers ; Hon. Treasurer, Mr. Tom 
Hudson ; Hon. Secretary, Mr. H. Reynolds ; Hon. Assistant 
Secretary, Mr. T. M. Rhodes ; Hon. Librarian, Mr. G. R. 
Lawson ; Hon. Auditor, Mr. A. E. Stringer ; Committee : 
Mr. R. H. B. Heap, Mr. W. A. Heaton, Mr. E. Longbottom 
and Mr, C. E. Thomas ; Students’ Committee : Mr. S. S. 
Cawthra, Mr. N. Crago, Mr. M. Haley, Mr. L. Mortimer, 
Mr. T. Raistrick and Mr. W. S. Wilson. Two of the 
Students’ Committee will serve on the General Committee. 

Special mention was made of the services rendered 
during the year by Mr. H. M. Firth, F.S.A.A., in carrying 
out the arrangements for the monthly luncheons, and 
by Mr. T. M. Rhodes, A.S.A.A., as Assistant Secretary. 
The meeting passed hearty votes of thanks to them both. 

Reference was made to the illness of Sir Charles Wilson 
and Mr. F. Ogden Whiteley, and the Secretary was 
instructed to write to them expressing hopes of their 
speedy recovery. 

After the meeting Mr. Wilfred H. Grainger delivered 
his lecture on Bankruptcy Law. 


SHEFFIELD. 


ANNUAL MEETING. 

The forty-third annual meeting of the Sheffield District 
Society of Incorporated Accountants was held at Sheffield 
on November 7th, the President, Mr. Percy Toothill, 
F.S.A.A., being in the chair. 

The report and accounts in respect of the year ended 
August 31st, 1930, were read and approved. 

Mr. Percy Toothill, F.S.A.A., was re-elected President, 
and Mr. Leslie Lewis, F.S.A.A., and Mr. A. B. Griffiths, 
F.S.A.A., were re-elected Vice-Presidents. 

The following officers were appointed for the ensuing 
year :—Committee : Mr. C. A. Belbin, F.S.A.A., Mr. J. O. 
Claxton, A.S.A.A., Mr. H. Cunningham, A.S.A.A., Mr. 
C. S. Garraway, A.S.A.A., Mr. C. E. Gray, A.S.A.A., Mr. 
E. R. Harrison, F.S.A.A., Mr. F. W. Ogg, A.S.A.A., Mr. 
C. H. Wells, F.S.A.A.; Hon. Librarian: Mr. H. Gerald 
Toothill ; Hon. and Treasurer: Mr. J. W. 
Richardson, A.S.A.A.; Hon. Auditor: Mr. W. E. Moore, 
A\S.A.A, 

Various expressions of appreciation on the success of 
the Conference held in September were reported. Other 
business dealt with included the approval of amended 
rules for the District Society. A 


Report. 
The Committee have pleasure in presenting to the 
members the following report on the work of the Society 
for the year ended August 31st, 1930. 


MEETINGS. 


The following meetings wete held in conjunction with 
the Sheffield and District Institute of Chartered Account- 


=== 


the Sheffield and District Chartered Institute of Seer. 
taries, at Norris Deakin Buildings, King Street, Sheffield, 
The Committee are pleased to report the continued 
success of these lectures, and they offer their best thanks 
to the Lecturers for their services :— 

“The Companies Act, 1929,” by Mr. J. H, 
Cockburn, O.B.E. 

Lantern Lecture : “‘ Morocco the Mysterious,” by 
Mr. Samuel Wells, F.R.G.S. 

“Poor Law and its Administration,” by Mr, 
Arthur Neal. 

““Notes on the Proceedings at the Accountants’ 
International Congress, New York,” by Mr. William 
Cash, F.C.A. 

“Combination in Industry — from General 
Thoughts,” by Mr. A. E. Cutforth, C.B.E., F.CA, 

The Bradford and District Society invited our student 
members to a debate at Bradford on November l4th, 
and the visit was thoroughly enjoyed. Tea was provided 
at the Reform Club, after which the two societies debated 
on the advisability of the Nationalisation of the Banking 
System of this country. 

Arrangements are being made for a return visit to 
Sheffield of the Bradford students during the current 
session. 

Further lectures for our own members, particularly 
student members, are being arranged, particulars of which 
will be furnished later. 


EXAMINATIONS, 
The Committee tender their hearty congratulations to 
the ten members who passed the Final examination and 
five who passed the Intermediate during the year 1929-30. 


LrBRary. 

Our thanks are due to the Incorporated Accountants’ 
Students’ Society of London for their gift of a bound 
volume of lectures delivered in 1928, and to the 
Incorporated Accountants’ Journal for a volume of this 
periodical for 1929-30. Both of these have been added to 
the library. Several other recent publications have been 
purchased during the year and have been placed in the 


library. 
Parent Society. 

The District Society was represented at the Conference 

of the Representatives of District Societies held in London 
on May 20th. 
The District Society was represented at the dinners 
ot the Birmingham, Liverpool and Cumberland and 
Westmorland District Societies, and also the Insurance 
Institute of Sheffield and Sheffield Chartered Accountants 
Students’ Society by the President. 

The President and Secretary also attended the Man- 
chester District Society's dinner and the Secretary attended 
the dinners of the Yorkshire District Society and the 
Bradford District Society. The President and Secretary 
attended the dinner of the Sheffield and District Incor- 
porated Law Society, and the Conference dinner held in 
Sheffield of the Chartered Institute of Secretaries. 

The Society suffered a great loss in December, 1929, by 
the death of Mr. Henry Toothill. Mr. Toothill was one 
of the founders of the Sheffield District Society, a Past 
President and a former member of the Council of the Parent 
Society, and it is impossible to express how much the 
Sheffield District Society owes to the work done in the 


past by him. 
MEMBERSHIP. 
The provisions of Bye-law 24 have resulted in @ com 


ants, the Sheffield and District Institute of Bankers, and 


siderable increase in the membership of the Student 


Fea RFS BER ere 


——_ it 
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Section. During the year eighteen new members have| Nov. 5th. ‘Income Tax,” by Mr. Percy H. Walker, 
been admitted. F.S.A.A. Chairman: Mr. G. Brinley 
Bowen, F.S.A.A. 


During the year Mr. F. W. Ogg found it necessary to 
of Vice-President, and the Committee| Dec. 3rd. ‘ Apportionment in Trust and Executor- 
ship Accounts,” by Mr. W. H. Grainger, 


his . 
eiated Mr. A. B. Griffiths to that position. Mr. Ogg 
kindly undertook to continue service on the Committee. F.S.A.A. Chairman: Mr. G. Glanville 
Syllabus of Lectures, 1930-31. Mullens, F.S.A.A. 


The following Syllabus has been prepared in conjunction | Jan. 7th. 
with the Sheffield and District Institute of Chartered 
Accountants, the Sheffield and District Institute of Bankers, 


“Stock Exchange Transactions,” by Mr. 
Rowland G. Rees, Stockbroker. Chair- 
man: Mr. R. A. Wetherall, F.S.A.A, 


— and District Chartered Institute of] 144. sth. “The Clearing House, and How it Works,” 

1980. : by Mr. L. S. Jenkins, Manager, Barclays 

Oct. 16th. “The Finance of Foreign Trade,” by Mr. Bank. Chairman: Mr. F. Jennings, 

A. C. Booth. F.S.A.A, 

. “ Yorkshire West Riding Registry and Feb. 17th. ‘“ The Service of Accountants in relation to 

—_—— pone. of Land,” by Mr. Hyman Stone the Duties and Liabilities of Executors 

LLM. : and Trustees,” by Mr. R. C. L. Thomas, 

Dec. Sth. Lantern Lecture: “1,800 Miles Round M.C., T.D., F.S.A.A. Chairman: Mr. 
Scotlan a by Mr. Willi H ti . (A Ww. H. Charles, F.S.A.A, 

Mar. 4th. “ Certain of some Recent Taxation 


smoking concert will follow this lecture.) 
1931. 
Feb, 11th. Lecture (subject to be announced later), by 


Cases,” by Mr. A. Stuart Allen, F.S.A.A. 
Chairman: Mr. H. Edwards, F.S.A.A. 


SGR25 &2683 F3 


S 


EFRRERS 


Re 


“Economics,” by Captain R. T. Evans, 
M.A. Chairman: Mr. J. Picton James, 


F.S.A.A. (Date to be arranged later.) 


The second meeting of the Incorporated Accountants’ Mr. H. Forster, Agency Manager, 
South Wales and Monmouthshire District Society was held Burroughs Adding Machine, Limited. 
at Cardiff on November 20th, when Mr. Llewellyn Francis, Joint Lecture with Institute of Municipal 
Solicitor, President of the Cardiff Chamber of Trade, Treasurers and Accountants. Chairman: 
delivered a lecture on “ Bankruptcy.” The chair was ’ Mr. W. H. Ashmole, F.S.A.A. 
taken by Mr. W. J. Pallot, F.S.A.A. (R. Leyshon & Co.), All meetings will be held at the Guildhall, Swansea, 
Cardiff, President of the Society, and there was a large with the exception of the meeting on February 17th, 

Mr. Francis, after dealing with the historical develop- 
ment of the laws relating to bankruptcy, stated that the 
laws as they stood to-day might be said to serve three 
purposes :— ; 


Mr. H. G. Howitt, D.S.O., M.C., F.C.A. —_ 


Dublin Incorporated Accountants’ 


(1) To protect the creditors, not so much from the . . 
debtor as from one another. Students Society. 

(2) To protect the debtor from being unduly harrassed plane 
by revengeful creditors. Syllabus of Lectures and Discussions, 1930-31. 


(8) The punishment of fraudulent debtors. 1930. 

W After calling attention to the way in which legislation|Oct. 17th. “An Outline of , 24 

had made the keeping of proper books and records essen-| 3 @_4vty¥ “by Mr. J. G. Dowling, A.S.A.A. 

tial, and the penalties enforced in the case of a second|Oct. 31st. “Recent Changes in Irish Free State 

bankruptcy where proper books of record had not been Income Tax Law.” by Mr. C. J. Dalton, 

bept since the first bankruptcy, the Lecturer dealt with A.S.A.A. 

ean ce wc Sed Wr wt NOY Ade Stock bhing” by Mr. Thoma Breton 
! Dec. 4th “ Company Liquidation,” by Mr. A. H, 

years of the bankruptcy and those voidable even over Walkey, F.S.A.A. 


4 longer period. 

TiMLecturer dealt very fully with the various rights |D°°-_ 16th. “ Auditing.” by Mr. W. A. Kenny, A.S.A-A. 
of disclaimer by the trustee in the case of properties and me, 
thares with onerous obligations attaching thereto, and|J®- 8th. 
& very interesting discussion ensued. 


“Economics,” by Mr. J. C. McGuigan, 
B.Com., Principal, Parnell Square Tech- . 
nical Schools. 

Jan. 22nd. Three Short Papers by Students: Mr. 

R. P. J. Smyth, Mr. J. A. Caulfield and 

Mr. J. P. G. Coyle. 


“The Law of Partnership,” by Mr. W. B. 
Butler, B.L. 

Debate with the Dublin Society of Char- 
tered Accountants (Student Members) : 


SWANSEA AND SOUTH-WEST WALES. 


a Syllabus of Lectures, 1930-31. —— 

Oct. 8th. “ Wills and Intestacies,” by Mr. D, Gethin 
Williams, LL.B., Solicitor. Chairman 
The President. 


Feb. 26th, 
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“That the Present Development of the 


Spread of Nationalism is Excessive.” 


Mar. 12th. ‘“ Examination Hints,” by Mr. E. M. 
Forde, A.S.A.A. 


All the meetings will be held at 6 p.m. at Jury’s Hotel, 
College Green, Dublin. 


Questions in Parliament. 
Income Tax. 

Mr. BuINDELL asked the Financial Secretary to the 
Treasury the amounts obtained from taxation under 
Schedule D assessments for the financial years 1913-14, 
1923-24 and 1929-30; and the total amounts received 
from direct taxation during each of the above years. 


The FrnanciaL SECRETARY TO THE TREASURY (Mr. 
Pethick Lawrence): I regret I am unable to divide 
up the produce of the income tax by reference to the 
various schedules of charge. The total receipts from 
direct taxation for the years mentioned were :— 


1913-14 .. £93,814,000 
1923-24 .. ee £456,345,000 
1929-30 .. ee +. £434,166,000 


TAXATION PER Heap. 

The Ducnuess or ATHoLt asked the Chancellor of the 
Exchequer the average taxation per head in this country 
for the current financial year ; and what was the average 
taxation per head in France, Germany, Belgium, Italy 
and the United States for the latest year for which such 
figures are available ? 


Mr. SNowpEN: Comparisons of taxation per head in 
different countries are apt to give a misleading impression 
as the figures are not always compiled on a comparable 
basis, nor do they take account of national income and 
other relevant considerations. _ Subject to this reservation, 
the figures are as follows :— ' 


TaxaTIon PER Heap (eExctupinc Locat Taxation). 


tion. 
Country. test Estimated Date. Taxation 
, Estimate. Taxation. per Head. 
U.K. and 45,754,000 | £718,080,000 (includ- | 1930-1 | £15 13 10.6 
N. Ireland ing tax on motors) 

France 41,130,000 | 51,379,033,137 French | 1930-1 | French 
francs, _includi francs 1,249 
sinking fund taxes, 
actual 1929 

Germany 64,132,000 | RM. 10,265,600,000, | 1930-1 | R.M. 160 

excluding ex i xes 

Belgium 7,006,000 | 8,309,600,600 Belgian | 1980 | Belgian 
francs francs 1,039 

Italy 41,488,000 | Lire 17,914,000,000 1930-1 | Lire 431.7 

U.S.A. 309,000 | $3,702,000,000 (ex- | 1930-1 | $30 
cluding States 
taxes) 


(H.C., November 4th.) 
The following are the approximate values of the above 
in English currency :— 
France, £10 1s. 6d. 
Germany, £7 16s. 10}d. 
Belgium, £5 17s. 7d. 


Italy, £4 18s. 04d. 
U.S.A., £6 3s. 5d. 


— 


Gambling in Shares of Companies, 

Lecturing to the City of Birmingham Commercial 
College on the evening of Thursday, November 18th, 
Mr. Thomas Keens, Past President of the Society of 
Incorporated Accountants and Auditors, commented on 
the disastrous results of company finance in the last few 
years. He said that in addition to the world-wide 
depression of trade, there had been other causes responsible 
for the unsatisfactory state of affairs, including over. 
capitalisation, extravagant underwriting and, above all, 
the use of the shares of companies as gambling counters 
by interested parties who were more concerned with 
rigging the market than with the legitimate object for 
which the company was formed. This had involved 
shareholders with heavy losses. Mr. Keens believed that 
the Companies Act, which came into force in 1929, would 
have a salutary effect. The tightening of the law in 
regard to prospectuses had compelled the disclosure of 
certain items of information in balance sheets, He 
welcomed also the new regulations of the London Stock 
Exchange with which all companies must comply in order 
to obtain an official quotation for their shares. Mr, 
Keens strongly advocated the close co-operation of 
industrial administration with the financial department 
of a company. 


‘*THE STATIST ”’ INTERNATIONAL BANKING 
NUMBER. 


We have received from the Statist a special edition of 
that publication which is devoted to international banking. 
The issue contains some interesting articles relating to 
banking developments in the British Dominions, in Europe 
and the United States of America, which are presented 
in a clear and understandable style. In addition, there 
are some useful notes relating to a large number of overseas 
banks. While this section is of less general interest, it 
constitutes a useful memorandum of reference for those 
who are particularly interested in any particular bank 
overseas. From the general reader's point of view, the 
most interesting portion of the supplement is the article 
on gold production and the price level, which calls for 
careful study, both in relation to the existing world-wide 
depression and immediate prospects for the next 
few years. 


Incorporated Accountants’ Benevolent Fund. 
Thé annual meeting of subscribers and donors will 
be held in Incorporated Accountants’ Hall on Tuesday, 
December 9th, at 4.30 p.m., when the chair will be taken 
by the President of the Fund, Sir James Martin. The 
Hon. Secretary will be glad if subscribers and donors 
will endeavour to be present to support the President 
and Trustees of the Fund. 


At the Scottish municipal elections on November 4th, 
Mr. James Paterson, F.S.A.A., was returned for the 
Fifth Ward of Greenock with a considerable majority. He 
has served on the Greenock Council as a Moderate for 
several years. 


Mrs. Thomas Keens, J.P. (Liberal), headed the poll in 
a three-cornered contest for a Luton Ward in the election 


(Calculated at approximate average rates of exchange.) 


on November Ist. ; 
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Scottish Notes. 


(FROM OUR CORRESPONDENT.) 


Council of Scottish Branch. 

A meeting of the Council of the Scottish Branch was 
held in Glasgow on October 3lst. Mr. W. Davidson 
Hall, F.S.A.A., presided. Apologies for absence were 
i from Mr. D. Hill Jack, Mr. John Bell, 
Mr. J. Stewart Seggie, Mr. P. G. S. Ritchie, Mr. W. L. 
Pattullo, Mr. Walter MacGregor, Mr. William Houston, &c. 
A number of applications were submitted and passed 
to the Examination and Membership Committee. Other 
matters of professional interest were under consideration 
and variously dealt with. 


Glasgow Students’ Society. 

The annual meeting of the Glasgow Incorporated 
Accountants Students’ Society was held on 14th ult. 
Mr. A. Robertson Weir, F.S.A.A., presided over a large 
attendance. The report and accounts were adopted, 
the balance on hand being satisfactory. The following 
were appointed the Committee for the year :—President : 
Mr. A. Robertson Weir, F.S.A.A.; Vice-President : 
Mr. Alfred Palmer, A.S.A.A.; Committee: Mr. James 
Paterson, F.S.A.A., Mr. A. B. Marshall, A.S.A.A., Mr. 
W. T. Port, A.S.A.A., Mr. Thomas Smith, Jun., A.S.A.A., 
and Mr. E. H. Harris, along with Mr. C. M. Vance, A.S.A.A.., 
in room of Mr. Robert Fraser, who wished to demit 
office, but agreed to act as Hon. Treasurer. 


Edinburgh Thirty Burns Club. 

Mr. J. Stewart Seggie, F.S.A.A., presided at a 
Hallowe’en function in Edinburgh on October 3ist, 
when Lady Ma Sackville gave an address on 
“Burns as Humorist.” In the course of her remarks 
Lady Margaret had the temerity to hint that the 
“Cottar’s Saturday Night” was second-rate, and some 
of the speakers had the hardihood to hint that this poem 
did not show the real Burns, and that these peasants 
never existed. This entirely erroneous and misinformed 
= — ned cos ae re by Professor Curtis, who 

was grandson of just such a peasant as Burns 
had described. , 


Great Priory of Scotland. 


At the statutory half-yearly meeting of the Great 
of Sco , held in Edinburgh on 18th ult., 
Mr Roy Matheson, M.A., LL.B., F.S.A.A., 


Edinburgh was appointed Grand Secretary and Registrar, 
in succession to Mr. W. A. A. Balfour, C.A., who had 
resigned after holding the office for many years. 


Scottish Actuaries. 

The effect on life insurance offices of the improvement 
the vitality of the nation during the 50 years was 
the principal theme of the inaugural address given to the 
Faculty of Actuaries in Scotland by Mr.Stewart Macnaghten 
at the first sessional meeting held in Edinburgh. 
Mr. Macnaghten, who is President of the Faculty, 
emphasised the great need for caution on the part of 
life offices, ha regard to recent developments respecting 
mortality, to disablement, and accidental death. 
Reminding the members of the extraordinary improve- 
ment in the vitality of the nation which had occurred 
the past 50 years, he said that the rates of mortality 

for males, according to the English life tables, had 

by as much as 40 per cent. between the 

of 20 and 50. Stabe eueld bo no duabt thet the - 
coveries of science and an enlightened public opinion 
had done much to bring about these results. The 
improved standard of living of the population must have 
its effect on mortality rates. Refe to the 
mortality tables in respect of assured lives, which would 
soon be forthco , he had no doubt that large reductions 


would be found to have occurred in the rates of mortality 
of assured lives also. 


otes on Legal Cases. 


[The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1925) 2 K.B. :-— 


J.P., Justice of the Peace (Eng ; L.G.R., Knight's 
Local Government Reports; B.&C.R., Bankruptcy 
and Company Cases. 

The other abbreviations used in modern reports are H.L., 

House of Lords ; A.C., Appeal Court (House of Lords and 

Privy Council); C.A., Court of Appeal; Ch., Chancery 

Division; K.B., King’s Bench Division; P., Probate, 

Divorce and Admiralty Division ; C.S., Court of Session 

(Scotland); J., Mr. Justice (King’s Bench or Chancery) ; 

L.J., Lord Justice ; L.C., Lord Chancellor ; M.R., Master 

of the Rolls; N.I., Northern Ireland; P., President of 

Probate, Divorce and Admiralty.] 


BILLS OF EXCHANGE. 
Slingsby and Others v. Westminster Bank, Limited. 


Whether Warrant of Bank of England a Cheque. 

The first plaintiff, who was an executrix and a bene- 
ficiary under a will, received from the Bank of land 
a warrant for interest on War Loan, the warrant bei 
crossed “and Co., Not negotiable” and being exp 
to be “ A/c Harry Turner, deceased.” She signed the 
warrant and sent it to the executors’ solicitor in pur- 
suance of an arrangement that any warrants recei by 
her should be sent to him for attention. The solicitor 
paid the warrant into his own account with the defendant 
bank, representing to the bank that it was a repayment 
of a loan which he said he had made to the first plaintiff. 
An action was brought against the bank to recover the 
amount, 

It was held by Finlay (J.) (1) that although the drawer 
was an official of the k of England on which it was 
drawn, ze as he was acting as an agent of the Govern- 
ment, the warrant constituted a “‘ cheque,” and (2) that 
the word “ dividends ” in sect. 95 of the Bills of Exchange 
Act, 1882, included interest on Government stock, and 
therefore (3) that as the defendants had not been guilty 
of any negligence they were, on both grounds, protected 
by sect. 82 of the Act, and the action failed. 

In another case between the same ies to recover 
the proceeds of a cheque, the Court held that, as a material 
alteration had been made in the cheque after it had been 
signed, and it was therefore avoided under sect. 64 of the 
Act, and as the defendants had not been guilty of 
negligence, the action failed. 

(K.B. ; (1930) 47 T.L.R., 1.) 


EXECUTORSHIP LAW AND TRUSTS. 
Kitcat v. King. 
Beneficiaries as Witness to Codicil. 

Where a codicil bore the signatures of four a’ 
witnesses, two of whom were beneficiaries, it was he 
that the latter merely signed by way of verification, 
and the original will and the codicil were admitted to 
probate, subject to the omission of their signatures. 

(P.; (1980) 46 T.L.R., 617.) 

Edwards v. Ransomes & Rapier, Limited. 
Registration of Executor. 

A testator, possessed of four £100 debentures in a 

company, gave a share of his residuary estate to his 
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executor, who in due course on production of the probate 
was registered with the company in his representative 
character. Upon a division of the estate later, the 
executor claimed to be registered as owner of the deben- 
tures, he having accepted them as part of his share. The 
company refused unless he executed a transfer to himself, 
which he refused to do. 


It was held that in the circumstances the transfer the 
company asked for was an idle formality. They were 
bound to register the person entitled and had already 
registered him in his representative character, and they 
ought now to register him as owner. 

(Ch. ; (1930) L.T.N., 56.) 


INSOLVENCY. 
In re Blucher. 

Scheme of Composition Signed by Debtor's Solicitor. 

By sect. 16 of the Bankruptcy Act, 1914, where a debtor 
intends to make a proposal for a composition in satisfac- 
tion of his debts, he must lodge with the Official Receiver 
a proposal in writing, signed by him, embodying the terms 
of the composition which he is desirous of submitting for 
the consideration of his creditors. 

A debtor pre a scheme for composition which 
was signed by his solicitor as he was too ill to take any 
active steps in the matter. The Registrar refused to 
call a meeting of the creditors as the proposal was not 
signed by the debtor. 

It was held, although it might strange and 
unfortunate that a person who was ill was in a worse 
position than a lunatic, the Act said that the 
signature must be that of the debtor , and the 
Court must adhere to the words used. 


(C.A.; (1930) S.J., 735.) 


In re A Debtor (No. 247 of 1930). - 
Interest on Moneylender’s Loan. 

The provisions of the Moneylenders’ Act, 1927, sect. 9, 
do not prevent a moneylender who has obtained a judg- 
ment for a debt which includes interest at a rate 
ee ee er een ees Sang 9 Sanbeeiey Reese 
upon the debtor requiring payment of the judgment debt. 

A moneylender presented a bankruptcy petition i 
his debtor upon which a receiving order was made, though 
the act of bankruptcy relied upon in the petition was non- 
compliance with a bankruptcy notice oe the judg- 
ment debtor to pay the judgment debt, which in fact 
included interest at a rate amounting to 270 per cent. per 
annum. 

The Court of Appeal held that the receiving order was 
rightly made. 

(C.A. ; (1930) 2 Ch., 239.) 


REVENUE. 


Hunter’s Trustees v. Mitchell. 
Incidence of Income Taz. 

Bequests of annuities and annual allowances of specified 
amounts were made out of “ free annual income” of a 
trust estate with direction to the trustees to accumulate 
the balance of the income. , 

It was held that the annuities and annual allowances 
were not payable free of income tax. 

(C.S. ; (1980) S.L.T., 676.) 


Collyer v. Hoare & Co., Limited. 


A brewery compan necessary incident the 
profitable working .@f ite business “acquired Hoensed 


>> 
a. 


houses which it let to tied tenants who in some cases 

d a premium as well asa rent. After the premium had 

n taken into account it was found that in some cases 
the tied tenant paid less rent than a free tenant would 
have paid, and in some cases more. If the rents and 
premiums of all the tied houses were aggregated, no loss 
ee ee ny ee 
0 . 


It was held that in considering whether an 
had been incurred the company in the letting oF tied 
deducted from the profits of the 


the te loss on the letting of all the tied houses 
that could be taken into account, and as in the 

no loss had been sustained there was no expense to be 
deducted. 


(C.A. ; (1930) 47 T.L.R., 7.) 


W. H. Cockerline & Co. v. Commissioners of 
Inland Revenue. 


Excess Profits Duty. 

Where a taxpayer admits his liability to penalties for 
non-payment of excess profits duty and makes a payment 
of the amount of the penalties and duty in pursuance 
of an agreed settlement, but there has been no assessment 
in respect of the amount of duty so paid, it is open to the 
Inland Revenue Commissioners, under sect. 38 of the 
Finance Act, 1926, to give the taxpayer notice that all 
questions as to his liability to excess profits duty have 
been determined, and the taxpayer cannot impeach the 

ment on the ground that the sum paid was in excess 
of his real liability and that there hadb een no assessment 


(C.A. ; (1980) 47 T.L.R., 13.) 


In re Laidlaw. 
Death Duties. 

Eve (J.) held that in the absence of a clear indication 
to the contrary in a will the only estate duty from which 
legatees, whose gifts are free of duty, are relieved, is estate 
duty payable on the testator’s own death. 


(Ch. ; (1930) L.J.N., 188.) 


Court of A +. j Rtn reese y 

of Ap (see 

September, 1929, p. 406), held that the General Com- 
missioners of Income Tax were entitled to find that the 
Wimbledon High School for Girls was a “ public school 
having the right to allowances under Rule 1 (c) of No. VI 
of Schedule A of the Income Tax Act, 1918, 
shareholders in the company owning the school were 
entitled to certain limited profits. 


(H.L. ; (1980) 46 T.L.R., 638.) 


Inland Revenue v. Bruce’s Trustees. 


Repayment of Income Taz. 

Trustees were directed by a testator to expend trust 
income in paying premiums for an educational endowment 
policy for his child, the endowment to be provided by the 
insurance company on the child attaining 15 years of age. 
They claimed repayment of income tax on income 50 
expended on the ground that the income was the child’s 
income and was below the tax limit. 

The Court of Session held that the income expended on 
premiums was not the child’s income and that accordingly 
the trustees could not claim repayment of the tax. 


(C.S. ; (1980) §,L.T., 582.) 
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